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NOTICE  TO  AGENCIES 

Agencies  preparing  documents  for  publication  in  the 
FEDERAL  REGISTER  are  reminded  that  the  revised  rules 
of  the  Administrative  Committee  of  the  Federal  Register 
go  into  effect  on  January  3,  1973.  (1  CFR  Chapter  I, 
37  F.R.  23602,  November  4,  1972.) 

These  revised  rules  include  the  following  significant 
changes: 

1.  Requirement  for  a  preamble  in  each  proposed  rule 
making  and  final  rule  making  document  that  describes 
the  contents  of  the  document  in  a  manner  sufficient  to 
apprise  a  reader  who  is  not  an  expert  in  the  subject  area 
of  the  general  subject  matter  of  the  document. 

2.  Requirement  for  setting  forth  specific  effective 
dates  and  action  dates. 

3.  Change  in  publication  dates  of  the  daily  FEDERAL 
REGISTER  (Monday  through  Friday  instead  of  Tuesday 
through  Saturday).  See  1  CFR  17.2,  18.12,  and  18.17. 
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Rules  and  Regulations 


Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

PART  213— EXCEPTED  SERVICE 
Department  of  the  Navy 

Section  213.3108  is  amended  to  reflect 
recent  organizational  changes  in  the 
Department,  to  clarify  the  usage  of  sev¬ 
eral  authorities,  and  to  show  that  the 
current  citation  for  the  authority  to  fix 
the  compensation  of  student-employees 
is  5  U.S.C.  5351-54. 

'  Effective  on  publication  in  the  Federal 

Register  (12-29-72),  §213.3108  is 

amended  as  set  out  below. 

§  213.3108  Department  of  the  Navy. 

(a)  General.  (1)  Intelligence  and 
counterintelligence  positions  assigned  to 
Naval  Intelligence  Activities /Functions 
and  all  positions  assigned  to  Naval  Secu¬ 
rity  Group  Activities/Functions.  Use  of 
this  authority  outside  the  organizations 
named  in  the  preceding  sentence  re¬ 
quires  prior  certification  by  the  Com¬ 
mander,  Deputy  Commander,  or  Assist¬ 
ant  Deputy  Commander  of  the  respec¬ 
tive  command  that  the  incumbent  will 
perform  duties  concerned  with  the  spe¬ 
cific  function  in  carrying  out  assigned 
responsibilities. 

*  *  *  *  * 

(3)  [Revoked! 

(4)  Not  to  exceed  50  positions  of  resl- 
dent-in-training  at  U.S.  naval  regional 
medical  centers,  hospitals,  and  dispen¬ 
saries  which  have  residency  training  pro¬ 
grams,  when  filled  by  residents  assigned 
as  affiliates  for  part  of  their  training 
from  non-Federal  hospitals.  Assignments 
shall  be  on  a  temporary  (full-time  or 
part-time)  or  intermittent  basis,  shall 
not  amount  to  more  than  6  months  for 
any  person,  and  shall  be  applied  only  to 
persons  whose  compensation  is  fixed 
under  5  U.S.C.  5351-54. 

*  *  *  *  * 

(7)  Positions  of  student  social  worker 
for  temporary,  part-time,  or  intermittent 
employment  in  U.S.  naval  regional  med¬ 
ical  centers,  hospitals,  and  dispensaries, 
when  filled  by  bona  fide  students  en¬ 
rolled  in  academic  institutions:  Provided, 
That  the  work  performed  in  the  agency 
is  to  be  used  by  the  student  as  a  basis  for 
completing  certain  academic  require¬ 
ments  by  such  educational  institution  to 

j  qualify  for  a  graduate  degree  in  social 

work.  This  authority  shall  be  applied 
only  to  students  whose  compensation  is 
fixed  under  5  U.S.C.  5351-54. 

(8)  Positions  of  student  practical  nurse 
for  temporary,  part-time,  or  intermit¬ 
tent  employment  in  U.S.  naval  regional 


medical  centers,  hospitals,  and  dispen¬ 
saries,  when  filled  by  trainees  enrolled 
in  a  non-Federal  institution  in  an  ap¬ 
proved  program  of  educational  and  clin¬ 
ical  training  which  meets  the  require¬ 
ments  for  licensing  as  a  practical  nurse. 
This  authority  shall  be  applied  only  to 
trainees  whose  compensation  is  fixed 
under  5  U.S.C.  5351-54. 

*  ♦  *  *  • 

(10)  Positions  of  medical  technology 
intern  in  U.S.  naval  regional  medical 
centers,  hospitals,  and  dispensaries,  when 
filled  by  students  enrolled  in  approved 
programs  of  training  in  non-Federal  in¬ 
stitutions.  Employment  under  this  au¬ 
thority  may  be  filled  on  a  full-time,  part- 
time,  or  intermittent  basis  but  may  not 
exceed  1  year.  This  authority  shall  be 
applied  only  to  students  whose  compen¬ 
sation  is  fixed  under  5  U.S.C.  5351-54. 

(11)  Positions  of  medical  intern  at 
U.S.  naval  regional  medical  centers,  hos¬ 
pitals,  and  dispensaries,  when  filled  by 
persons  who  are  serving  medical  intern¬ 
ships  at  participating  non-Federal  hos¬ 
pitals  and  whose  compensation  is  fixed 
under  5  U.S.C.  5351-54.  Employment  un¬ 
der  this  authority  may  not  exceed  1  year. 

(12)  Positions  of  student  speech  pa¬ 
thologist  at  U.S.  naval  regional  medical 
centers,  hospitals,  and  dispensaries, 
when  filled  by  persons  who  are  enrolled 
in  participating  non-Federal  institutions 
and  whose  compensation  is  fixed  under 
5  U.S.C.  5351-54.  Employment  under  this 
authority  may  not  exceed  1  year. 

(13)  Positions  of  student  dental  as¬ 

sistant  in  U.S.  naval  dental  centers, 
clinics,  and  departments,  when  filled  by 
students  who  are  enrolled  in  an  approved 
dental  assistant  program  in  a  partici¬ 
pating  non-Federal  institution,  and 
whose  compensation  is  fixed  under  5 
U.S.C.  5351-54.  Employment  under  this 
authority  may  not  exceed  1  year. 

•  *  *  *  * 

(b)  Naval  Academy,  Naval  Postgrad¬ 
uate  School,  and  Naval  War  College. 
(1)  Professors,  instructors,  and  teachers; 
and  the  librarian,  organist-choirmaster, 
registrar,  the  dean  of  admissions,  and 
social  counselors  at  the  Naval  Academy. 

(c)  Naval  Home.  (1)  Positions  of  or¬ 

derly  when  filled  by  the  appointment  of 
beneficiaries  of  the  Home. 

*  •  *  *  * 

(f)  [Revoked] 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Donald  J.  Biglin, 

Director,  Bureau  of 
Management  Services. 

[FR  Doc.72-22393  Filed  12-28-72;8:49  am] 


PART  213— EXCEPTED  SERVICE 
Department  of  Agriculture 

Section  213.3113  is  amended  to  show 
that  the  coverage  of  the  Schedule  A  au¬ 
thority  covering  temporary  positions  of 
agricultural  commodity  graders  (proc¬ 
essed  fruits  and  vegetables),  GS-9  and 
below,  and  of  graders’  aides  (processed 
fruits  and  vegetables) ,  GS-3-4,  has  been 
expanded  to  include  positions  of  graders’ 
aides  at  the  GS-2  level. 

Effective  on  publication  in  the  Federal 
Register  (12-29-72),  subparagraph  (5) 
of  paragraph  (f)  of  §  213.3113  is  amended 
as  set  out  below. 

§  213.3113  Department  of  Agriculture. 
***** 

(f)  Agricultural  Marketing  Service. 

*  *  * 

(5)  Positions  of  agricultural  commod¬ 
ity  graders  (processed  fruits  and  vege¬ 
tables)  ,  GS-9  and  below,  and  of  graders’ 
aides  (processed  fruits  and  vegetables), 
GS-2-4,  for  temporary  employment  on  a 
part-time  or  intermittent  basis  for  not  to 
exceed  1,280  hours  a  year. 

*  *  *  *  * 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Donald  J.  Biglin, 

Director,  Bureau  of 
Management  Services. 

[FR  Doc.72-22394  Filed  12-28-72:8:49  am] 


PART  213— EXCEPTED  SERVICE 
Commission  on  Civil  Rights 

Section  213.3156  is  amended  to  show 
(1)  that  10  additional  positions  of  em¬ 
ployees  who  collect,  study,  and  appraise 
civil  rights  information  are  excepted 
under  Schedule  A;  and  (2)  that  the  ex¬ 
piration  date  of  this  authority  is  ex¬ 
tended  from  January  31, 1973,  to  June  30, 
1978. 

Effective  on  publication  in  the  Federal 
Register  (12-29-72),  §  213.3156(a)  is 
amended  as  set  out  below. 

§  213.3156  Commission  on  Civil  Rights. 

(a)  Until  June  30,  1978,  25  positions 
at  grade  GS-11  and  above  of  employees 
who  collect,  study,  and  appraise  civil 
rights  information  to  carry  out  the  na¬ 
tional  clearinghouse  responsibilities  of 
the  Commission  under  Public  Law  88- 
352,  as  amended. 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Donald  J.  Biglin, 

Director,  Bureau  of 
Management  Services. 

[FR  Doc.72-22395  Filed  12-28-72;8:49  am] 
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PART  213— EXCEPTED  SERVICE 
Department  of  the  Interior 

Section  213.3312  is  amended  to  show 
that  the  position  of  Secretary  to  the 
Government  Secretary  of  American 
Samoa  is  no  longer  excepted  under 
Schedule  C. 

Effective  on  publication  in  the  Federal 
Register  (12-29-72),  §213.3312(1X7)  is 
revoked. 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Donald  J.  Biglin, 

Director,  Bureau  of 
Management  Services. 

[FR  Doc .72-22396  Filed  12-28-72:8:49  am] 


Title  7— AGRICULTURE 

Chapter  IX — Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders;  Fruits,  Vegetables,  Nuts), 
Department  of  Agriculture 

JNavel  Orange  Reg.  281] 

PART  907— NAVEL  ORANGES 
GROWN  IN  ARIZONA  AND  DESIG¬ 
NATED  PART  OF  CALIFORNIA 

Limitation  of  Handling 

§  907.381  Navel  Orange  Regulation  281. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  907,  as  amended  (7  CFR  Part 
907),  regulating  the  handling  of  Navel 
oranges  grown  in  Arizona  and  desig¬ 
nated  part  of  California,  effective  under 
the  applicable  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601-674), 
and  upon  the  basis  of  the  recommenda¬ 
tions  and  information  submitted  by  the 
Navel  Orange  Administrative  Commit¬ 
tee,  established  under  the  said  amended 
marketing  agreement  and  order,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of 
handling  of  such  Navel  oranges,  as  here¬ 
inafter  provided,  will  tend  to  effectuate 
the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
is  impracticable  and  contrary’  to  the 
public  interest  to  give  preliminary  no¬ 
tice,  engage  in  public  rule  making  pro¬ 
cedure,  and  postpone  the  effective  date 
of  this  section  until  30  days  after  pub¬ 
lication  hereof  in  the  Federal  Register 
(5  U.S.C.  553)  because  the  time  inter¬ 
vening  between  the  date  when  informa¬ 
tion  upon  which  this  section  is  based  be¬ 
came  available  and  the  time  when  this 
section  must  become  effective  in  order 
to  effectuate  the  declared  policy  of  the 
act  is  insufficient,  and  a  reasonable  time 
is  permitted,  under  the  circumstances, 
for  preparation  for  such  effective  time; 
and  good  cause  exists  for  making  the 
provisions  hereof  effective  as  hereinafter 
set  forth.  The  committee  held  an  open 
meeting  during  the  current  week,  after 
giving  due  notice  thereof,  to  consider 


supply  and  market  conditions  for  Navel 
oranges  and  the  need  for  regulation; 
interested  persons  were  afforded  an  op¬ 
portunity  to  submit  information  and 
views  at  this  meeting;  the  recommen¬ 
dation  and  supporting  information  for 
regulation  during  the  period  specified 
herein  were  promptly  submitted  to  the 
Department  after  such  meeting  was 
held;  the  provisions  of  this  section,  in¬ 
cluding  its  effective  time,  are  identical 
with  the  aforesaid  recommendation  of 
the  committee,  and  informaion  concern¬ 
ing  such  provisions  and  effective  time 
has  been  disseminated  among  handlers 
of  such  Navel  oranges;  it  is  necessary,  in 
order  to  effectuate  the  declared  policy  of 
the  act,  to  make  this  section  effective 
during  the  period  herein  specified;  and 
compliance  with  this  section  will  not  re¬ 
quire  any  special  preparation  on  the  part 
of  persons  subject  hereto  which  cannot 
be  completed  on  or  before  the  effective 
date  hereof.  Such  committee  meeting 
wras  held  on  December  26,  1972. 

(b)  Order.  (1)  The  respective  quanti¬ 
ties  of  Navel  oranges  grown  in  Arizona 
and  designated  part  of  California  which 
may  be  handled  during  the  period  De¬ 
cember  29, 1972,  through  January  4, 1973, 
are  hereby  fixed  as  follows: 

(1)  District  1:  637,000  cartons. 

(ii)  District  2:  90,000  cartons. 

(iii)  District  3:  23,000  cartons. 

(2)  As  used  in  this  section,  “handled,” 
“District  1,”  “District  2,”  “District  3,” 
and  “carton”  have  the  same  meaning  as 
when  used  in  said  amended  marketing 
agreement  and  order. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  December  27,  1972. 

Paul  A.  Nicholson, 
Acting  Director,  Fruit  and 
Vegetable  Division,  Agricul¬ 
tural  Marketing  Service. 

]FR  Doc.72-22410  Filed  12-28-72;8:45  am] 


Chapter  X — Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders;  Milk),  Department  of  Agri¬ 
culture 

|  Milk  Order  133;  Docket  No.  AO  275  A  24] 

PART  1133— MILK  IN  THE  INLAND 
EMPIRE  MARKETING  AREA 

Order  Amending  Order 

Findings  and  determinations.  The 
findings  and  determinations  hereinafter 
set  forth  are  supplementary  and  in  addi¬ 
tion  to  the  findings  and  determinations 
previously  made  in  connection  with  the 
issuance  of  the  aforesaid  order  and  of 
the  previously  issued  amendments 
thereto;  and  all  of  the  said  previous  find¬ 
ings  and  determinations  are  hereby  rati¬ 
fied  and  affirmed,  except  insofar  as  such 
findings  and  determinations  may  be  in 
conflict  w’ith  the  findings  and  determi¬ 
nations  set  forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 


U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure  govern¬ 
ing  the  formulation  of  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR 
Part  900),  a  public  hearing  was  held 
upon  certain  proposed  amendments  to 
the  tentative  marketing  agreement  and 
to  the  order  regulating  the  handling  of 
milk  in  the  Inland  Empire  marketing 
area. 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  such  hearing  and  the  record 
thereof,  it  is  found  that: 

(1)  The  said  order  as  hereby  amended, 
and  all  of  the  terms  and  conditions 
thereof,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  act; 

(2)  The  parity  prices  of  milk,  as  de¬ 
termined  pursuant  to  section  2  of  the 
act,  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which  af¬ 
fect  market  supply  and  demand  for  milk 
in  the  said  marketing  area,  and  the  min¬ 
imum  prices  specified  in  the  order  as 
hereby  amended,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  whole¬ 
some  milk,  and  be  in  the  public  interest; 

(3)  The  said  order  as  hereby 
amended,  regulates  the  handling  of  milk 
in  the  same  manner  as,  and  is  applicable 
only  to  persons  in  the  respective  classes 
of  industrial  or  commercial  activity 
specified  in,  a  marketing  agreement  upon 
which  a  hearing  has  been  held;  and 

(4)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administra¬ 
tor  for  the  maintenance  and  functioning 
of  such  agency  will  require  the  payment 
by  each  handler,  as  his  pro  rata  share  of 
such  expense,  5  cents  per  hundredweight 
or  such  lesser  amount  as  the  Secretary 
may  prescribe,  writh  respect  to  milk  spec¬ 
ified  in  §  1133.85. 

(b)  Determinations.  It  is  hereby  de¬ 
termined  that: 

(1)  The  refusal  or  failure  of  handlers 
(excluding  cooperative  associations  spec¬ 
ified  in  section  8c (9)  of  the  act)  of  more 
than  50  percent  of  the  milk,  which  is 
marketed  within  the  marketing  area,  to 
sign  a  proposed  marketing  agreement, 
tends  to  prevent  the  effectuation  of  the 
declared  policy  of  the  act; 

(2)  The  issuance  of  this  order,  amend¬ 
ing  the  order,  is  the  only  practical  means 
pursuant  to  the  declared  policy  of  the 
act  of  advancing  the  interests  of  pro¬ 
ducers  as  defined  in  the  order  as  hereby 
amended;  and 

(3)  The  issuance  of  the  order  amend¬ 
ing  the  order  is  approved  or  favored  by 
at  least  two-thirds  of  the  producers  who 
participated  in  a  referendum  and  -who 
during  the  determined  representative 
period  were  engaged  in  the  production 
of  milk  for  sale  in  the  marketing  area; 
and 

(4)  The  issuance  of  the  order  amend¬ 
ing  the  order  to  include  provisions  con¬ 
stituting  a  Class  I  base  plan  was  not 
approved  by  two-thirds  of  the  producers 
who  participated  in  a  separate  individual 
producer  referendum  and  who  during 
the  determined  representative  period 
were  engaged  in  the  production  of  milk 
for  sale  in  the  marketing  area.  Accord- 
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ingly,  the  proceeding  with  respect  to  this 
issue  is  terminated. 

Order  Relative  to  Handling 

It  is  therefore  ordered.  That  on  and 
after  the  effective  date  hereof,  the  han¬ 
dling  of  milk  in  the  Inland  Empire  mar¬ 
keting  area  shall  be  in  conformity  to  and 
in  compliance  with  the  terms  and  condi¬ 
tions  of  the  aforesaid  order,  as  amended, 
and  as  hereby  further  amended,  as 
follows: 

Subpart — Order  Regulating  Handling 

General  Provisions 

Sec. 

1133.1  General  provisions. 

Definitions 

1133.2  Inland  Empire  marketing  area. 

1133.3  Route  disposition. 

1133.4  Plant. 

1133.5  [Reserved] 

1133.6  [Reserved) 

1133.7  Pool  plant. 

1133.8  Nonpool  plant. 

1133.9  Handler. 

1133.10  Producer-handler. 

1133.11  Dairy  farmer. 

1133.12  Producer. 

1133.13  Producer  milk. 

1133.14  Other  source  milk. 

1133.15  Fluid  milk  product. 

1133.16  [Reserved) 

1133.17  FUled  milk. 

1133.18  Cooperative  association. 

Handler  Reports 

1133.30  Reports  of  receipts  of  utilization. 

1133.31  Payroll  reports. 

1133.32  Other  reports. 

Classification  of  Milk 

1133.40  Classes  of  utilization. 

1133.41  Shrinkage. 

1133.42  Classification  of  transfers  and  diver¬ 

sions. 

1133.43  General  classification  rules. 

1133.44  Classification  of  producer  mUk. 

1133.45  Market  administrator's  reports  and 

announcements  concerning  clas¬ 
sification. 

Class  Prices 

1133.50  Class  prices. 

1133.51  Basic  formula  price. 

1133.52  Plant  location  adjustments  for  han¬ 

dlers. 

1133.53  Announcement  of  class  prices  and 

handler  butterfat  differentials. 

1133.54  Equivalent  price. 

1133.55  Handler  butterfat  differentials. 

Uniform  Price 

1133.60  Handler’s  value  of  milk  for  com¬ 

puting  uniform  price. 

1133.61  Computation  of  uniform  price  (In¬ 

cluding  weighted  average  price). 

1133.62  Announcement  of  uniform  price 

and  producer  butterfat  differen¬ 
tial. 

Payments  for  Milk 

1133.70  Producer-settlement  fund. 

1133.71  Payments  to  the  producer-settle¬ 

ment  fund. 

1133.72  Payments  from  the  producer-settle¬ 

ment  fund. 

1133.73  Payments  to  producers  and  to  co¬ 

operative  associations. 

1133.74  Producer  butterfat  differential. 

1133.75  Plant  location  adjustments  for  pro¬ 

ducers  and  on  nonpool  milk. 

1133.76  Payments  by  handlers  operating  a 
partially  regulated  distributing 

plant. 

1133.77  Adjustment  of  accounts. 


Administrative  Assessment  and 
Marketing  Service  Deduction 

Sec. 

1133.85  Assessment  for  order  administra¬ 

tion. 

1133.86  Deduction  for  marketing  services. 

Authority:  The  provisions  of  this  Part 
1133  Issued  under  secs.  1-19,  48  Stat.  31,  as 
amended;  7  U.S.C.  601-674. 

§1133.1  General  provisions. 

The  terms,  definitions,  and  provisions 
in  Part  1000  of  this  chapter  are  hereby 
incorporated  by  reference  and  made  a 
part  of  this  order. 

Definitions 

§  1133.2  Inland  Empire  marketing  area. 

“Inland  Empire  marketing  area” 
hereinafter  called  the  “marketing  area” 
means  all  of  Benewah,  Bonner,  Bound¬ 
ary,  Kootenai,  Latah,  and  Shoshone 
Counties,  Idaho;  Spokane  and  Whitman 
Counties,  Wash.;  that  portion  of  Pend 
Oreille  County,  Wash.,  lying  south  of 
Township  35;  and  that  portion  of  Stevens 
County,  Wash.,  lying  south  of  Township 
37.  This  definition  shall  include  all 
municipal  corporations.  Federal  military 
reservations,  facilities,  and  installations 
and  State  institutions  lying  wholly  or 
partly  within  the  above  described  area. 

§  1 1 33.3  Route  disposition. 

“Route  disposition”  means  any  deliv¬ 
ery,  including  delivery  by  a  vendor  or 
disposition  from  a  plant,  plant  store  or 
distribution  point,  of  fluid  milk  products 
to  retail  or  wholesale  outlets  other  than 
delivery  to  a  milk  plant  or  distribution 
point,  or  pursuant  to  §  1133.40(c)  (3) . 

§  1133.4  Plant. 

“Plant”  means  the  land,  buildings,  fa¬ 
cilities,  and  equipment,  whether  owned 
or  operated  by  one  or  more  persons,  con¬ 
stituting  a  single  operating  unit  or 
establishment  which  is  maintained  pri¬ 
marily  for  receiving,  processing  or  pack¬ 
aging  of  fluid  milk  and  milk  products 
(including  filled  milk).  However,  an 
establishment  that  is  separate  from  the 
foregoing  operating  unit  and  used  only 
for  transferring  bulk  milk  from  one  tank 
truck  to  another  shall  not  be  a  plant 
under  this  definition. 

§  1133.5  [Reserved] 

§  1133.6  [Reserved] 

§1133.7  Pool  plant. 

Except  as  provided  in  paragraph  (d) 
of  this  section,  “pool  plant”  means  any 
plant  described  in  paragraph  (a)  or  (b) 
of  this  section,  which  is  approved  by  an 
appropriate  health  authority  for  the  re¬ 
ceiving  of  milk  qualified  for  distribution 
as  Grade  A  milk  in  the  marketing  area. 
If  a  portion  of  such  plant  is  physically 
separated  from  the  Grade  A  part  of  such 
plant,  is  operated  separately,  and  is  not 
approved  by  any  health  authority  for  the 
receiving,  processing,  or  packaging  of  any 
fluid  milk  product  for  Grade  A  disposi¬ 
tion,  it  shall  not  be  considered  as  part 
of  a  pool  plant  pursuant  to  this  section. 

(a)  Any  plant,  hereinafter  referred  to 
as  a  “distributing  pool  plant,”  in  which 
fluid  milk  products  are  processed  or 
packaged  and  from  which  during  the 
month: 


(1)  Route  disposition  of  fluid  milk 
products,  except  filled  milk,  on  routes 
within  the  marketing  area  equals  or  ex¬ 
ceeds  the  lesser  of  150,000  pounds  or  15 
percent  of  the  total  receipts  of  Grade  A 
milk  from  dairy  farmers,  cooperative  as¬ 
sociations,  pursuant  to  §  1133.9(c),  and 
from  pool  supply  plants  and  other  plants 
forwarding  the  applicable  percentage  of 
receipts  specified  in  paragraph  (b)  of 
this  section  to  such  plant  and  other  pool 
distributing  plants;  and 

(2)  Total  route  disposition  of  fluid 
milk  products,  except  filled  milk,  is  40 
percent  or  more  of  such  receipts  in  any 
of  the  months  of  February  through 
August,  inclusive,  and  50  percent  or  more 
of  such  receipts  in  any  of  the  months  of 
September  through  January,  inclusive. 

(b)  Any  plant,  hereinafter  referred  to 
as  a  “supply  pool  plant”,  from  which 
there  is  forwarded  in  the  form  of  fluid 
milk  products,  to  a  pool  distributing 
plant(s)  50  percent  or  more  each  of  the 
skim  milk  and  butterfat  in  its  dairy  farm 
supply  of  Grade  A  milk  except  filled  milk, 
during  the  current  month  during  the  pe¬ 
riod  of  September  through  November, 
or  20  percent  or  more  during  the  current 
month  during  the  period  December 
through  August.  Any  such  plant  which 
has  forwarded  in  the  form  of  fluid  milk 
products,  more  than  50  percent  of  such 
receipts  except  filled  milk,  for  the  entire 
period  of  September  through  November 
shall  be  a  pool  plant  for  the  months  of 
December  through  August  immediately 
following  unless  the  operator  of  such 
plant  files  with  the  market  admin¬ 
istrator,  prior  to  the  first  day  of  any 
month  (s),  a  written  request  to  withdraw 
such  plant  from  pool  plant  status  or 
such  month (s) ; 

(c)  For  the  purposes  of  computing  the 
percentages  specified  in  this  section  the 
following  shall  apply: 

(1)  Receipt  of  milk  from  dairy  farm¬ 
ers  shall  not  include,  at  either  plant 
involved,  milk  diverted  pursuant  to 
§  1133.9(b)(2) ; 

(2)  If  a  plant  operated  by  a  coopera¬ 
tive  association  meets  the  requirements 
of  paragraph  (a)  (1)  of  this  section,  bulk 
milk  delivered  to  distributing  pool  plants 
of  other  handlers  shall  be  added  to  route 
disposition  for  purposes  of  computing  the 
percentage  specified  in  paragraph  (a)(2) 
of  this  section;  and 

(3)  If  a  handler  operates  more  than 
one  distributing  plant  meeting  the  re¬ 
quirements  of  paragraph  (a)  (1)  of  this 
section,  the  aggregate  route  disposition 
and  receipts  of  all  such  plants  shall  be 
used  to  compute  the  percentage  specified 
ih  paragraph  (a)  (2)  of  this  section  for 
each  of  such  plants;  and 

(d)  The  term  “pool  plant”  shall  not 
apply  to  the  following  plants : 

(1)  A  producer-handler  plant; 

(2)  Any  distributing  or  supply  plant 
which  would  be  subject  to  the  classifica¬ 
tion,  pricing  and  payment  provisions  of 
another  order  issued  pursuant  to  the 
Act,  unless  a  greater  volume  of  fluid 
milk  products,  except  filled  milk,  is  dis¬ 
posed  of  as  route  disposition  or  to  pool 
plants  in  the  Inland  Empire  marketing 
area  than  in  the  marketing  area  regu¬ 
lated  pursuant  to  such  other  order. 
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§1133.8  Non  pool  plant. 

“Nonpool  plant”  means  any  plant 
other  than  a  pool  plant.  The  following 
categories  of  nonpool  plants  are  further 
defined  as  follows: 

(a)  “Other  order  plant”  means  a 
plant  that  is  fully  subject  to  the  pricing 
and  pooling  provisions  of  another  order 
issued  pursuant  to  the  Act. 

(b)  “Producer-handler  plant”  means 
a  plant  operated  by  a  producer-handler 
as  defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act. 

<c>  “Partially  regulated  distributing 
plant”  means  a  nonpool  plant  that  is 
neither  an  other  order  plant  nor  a  pro¬ 
ducer-handler  plant,  from  which  -there 
is  route  disposition  in  consumer -type 
packages  or  dispenser  units  in  the  mar¬ 
keting  area  during  the  month. 

(d)  “Unregulated  supply  plant”  means 
a  nonpool  plant  that  forwards  fluid  milk 
products  during  the  month  to  a  pool 
plant,  but  is  neither  an  other  order  plant 
nor  a  producer-handler  plant. 

(e)  “State  institution”  means  State 
owned  and  operated  institution  which 
processes  or  packages  skim  milk  and 
butterfat  distributed  solely  on  its  prem¬ 
ises  or  those  of  other  State  institutions. 
It  shall  be  exempt  from  all  provisions 
of  this  part. 

§1133.9  Handler. 

“Handler”  means: 

(a)  Any  person  in  his  capacity  as  the 
operator  of  a  pool  plant; 

(b)  A  cooperative  association  with 
respect  to  the  milk  of  its  member  pro¬ 
ducers  caused  to  be  diverted  for  its 
account: 

(1)  From  a  pool  plant  to  a  nonpool 
plant;  and 

(2)  from  a  pool  plant  to  another  pool 
plant  to  which  such  cooperative  associa¬ 
tion  delivers  no  milk  pursuant  to  para¬ 
graph  (c)  of  this  section  during  the 
month,  and  not  exceeding  a  period  of 
90  consecutive  days  for  any  producer; 

(c)  A  cooperative  association  with 
respect  to  the  milk  of  its  member  pro¬ 
ducers  which  is  received  from  the  farm 
for  delivery  to  the  pool  plant  of  another 
handler  in  a  tank  truck  owned  and 
operated  by,  or  under  contract  to,  such 
cooperative  association.  Milk  so  de¬ 
livered  shall  be  considered  to  have  been 
received  by  the  cooperative  association 
at  the  location  of  the  plant  to  which 
delivered. 

(d)  Any  person  in  his  capacity  as  the 
operator  of  a  partially  regulated  distrib¬ 
uting  plant; 

(e)  A  producer-handler; 

(f)  Any  person  in  his  capacity  as  the 
operator  of  an  other  order  plant  de¬ 
scribed  in  §  1133.7(d)  (2). 

§1133.10  Producer-handler. 

(a)  “Producer -handler”  means  any 
person  who  operates  a  dairy  farm  and  a 
processing  plant  from  which  fluid  milk 
products  are  disposed  of  in  the  market¬ 
ing  area  as  route  disposition  but  who  re¬ 
ceives  no  fluid  milk  products  during  the 
month  from  other  dairy  farmers  or  from 
any  other  source  except  by  transfer  from 
a  pool  plant,  and  who  receives  no  milk 


products  other  than  fluid  milk  products 
for  reconstitution  into  fluid  milk  prod¬ 
ucts.  Such  person  must  provide  proof 
satisfactory  to  the  market  administra¬ 
tor  that  the  maintenance,  care,  and 
management  of  the  dairy  animals  and 
other  resources  necessary  to  produce  his 
own  farm  milk  production  and  the  op¬ 
eration  of  the  processing  and  distribu¬ 
tion  business  is  the  personal  enterprise 
and  risk  of  such  person. 

(b)  A  person  may  qualify  as  a 
producer-handler  under  paragraph  (a) 
of  this  section  if  having  been  a  producer 
to  whom  a  Class  I  base  had  been  as¬ 
signed  pursuant  to  §  1133.93,  such  Class 
I  base  has  been  forfeited  pursuant  to 
§  1133.95(c). 

§1133.11  Dairy  farmer. 

“Dairy'  farmer”  means  any  person  who 
operates  a  farm  engaged  in  the  produc¬ 
tion  of  milk. 

§  1 1 33. 1 2  Producer. 

“Producer"  means  any  dairy  farmer, 
other  than  a  producer-handler  as  defined 
in  any  order  (including  this  part)  issued 
pursuant  to  the  Act,  who  produces  milk 
in  compliance  with  the  Grade  A  inspec¬ 
tion  requirements  of  a  duly  constituted 
health  authority,  and  whose  milk  is  (a) 
received  at  a  pool  plant,  or  (b)  diverted 
as  producer  milk  pursuant  to  §  1133.13. 

§1133.13  Producer  milk. 

“Producer  milk”  of  each  handler 
means  all  skim  milk  and  butterfat  pro¬ 
duced  by  producers: 

(a)  With  respect  to  receipts  at  a  pool 
plant: 

(1)  Received  directly  from  such  pro¬ 
ducers; 

(2)  Diverted  from  such  pool  plant  to  a 
nonpool  plant  for  the  account  of  the  op¬ 
erator  of  the  pool  plant,'  subject  to  the 
limitations  and  conditions  of  paragraph 

(c)  of  this  section;  and 

(3)  That  to  be  classified  pursuant  to 
§  1133.42(b) ; 

(b)  With  respect  to  additional  receipts 
of  a  cooperative  association: 

(1)  For  which  such  cooperative  asso¬ 
ciation  is  the  handler  pursuant  to 
§  1133.9(b)  (1),  subject  to  the  limita¬ 
tions  and  conditions  of  paragraph  (c)  of 
this  section; 

(2)  For  which  the  cooperative  associa¬ 
tion  is  the  handler  pursuant  to  §  1133.9 

(b)  (2) ;  and 

(3)  For  which  the  cooperative  associa¬ 
tion  is  the  handler  pursuant  to  §  1133.9 

(c)  and  which  is  in  excess  of  the  quantity 
delivered  to  pool  plants. 

(c)  With  respect  to  diversions  to  non¬ 
pool  plants: 

(1)  A  cooperative  association  may  di¬ 
vert  for  its  account,  under  paragraph 
(b)(1)  of  this  section,  the  milk  of  any 
member-producer  eligible  for  diversion. 
The  total  quantity  of  milk  so  diverted 
may  not  exceed  50  percent  in  any  of  the 
months  of  September  through  March, 
and  70  percent  in  any  of  the  months  of 
April  through  August,  of  its  total  mem¬ 
ber  milk  received  at  all  pool  plants  or 
diverted  therefrom  during  the  month. 
Two  or  more  cooperative  associations 
may  have  their  allowable  diversions  com¬ 


puted  on  the  basis  for  the  combined  de¬ 
liveries  of  milk  by  their  member  pro¬ 
ducers  if  each  association  has  filed  in 
writing  with  the  market  administrator  a 
request  for  such  computation; 

(2)  A  handler  operating  a  pool  plant 
may  divert  for  his  account  under  para¬ 
graph  (a)  (2)  of  this  section,  milk  of  any 
producer  eligible  for  diversion,  other 
than  a  member  of  a  cooperative  associa¬ 
tion  which  diverts  milk  under  subpara¬ 
graph  (1)  of  this  paragraph.  The  total 
quantity  of  milk  so  diverted  may  not  ex¬ 
ceed  50  percent  in  any  of  the  months  of 
September  through  March  and  70  per¬ 
cent  in  any  of  the  months  of  April 
through  August,  of  the  milk  received  at 
or  diverted  from  such  pool  plant  during 
the  month  from  producers  who  are  not 
members  of  a  cooperative  association 
that  diverts  milk  under  subparagraph 
(1)  of  this  paragraph; 

(3)  Milk  diverted  in  excess  of  the  limits 
specified  shall  not  be  considered  as  pro¬ 
ducer  milk,  and  the  diverting  handler 
shall  specify  the  producers  whose  milk  is 
ineligible  as  producer  milk.  If  a  handler 
fails  to  designate  such  producers,  pro¬ 
ducer  milk  status  shall  be  forfeited  with 
respect  to  all  milk  diverted  by  the 
handler; 

( 4 )  Producers  eligible  for  diversion  are 
those  whose  milk  has  been  received  at 
the  pool  plant  prior  to  diversion  from 
such  plant  (but  not  necessarily  in  the 
current  month) .  Producers  eligible  for 
diversion  in  the  month  of  September, 
October,  or  November  must  in  addition 
have  at  least  2  days’  production  received 
at  a  pool  plant  in  the  respective  month; 
and 

(5)  For  the  purpose  of  location  ad¬ 
justments  pursuant  to  §§  1133.52  and 
1133.75,  diverted  milk  shall  be  considered 
to  have  been  received  at  the  location  of 
the  plant  to  which  diverted. 

§1133.14  Ollier  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in: 

( a)  Receipts  during  the  month  of  fluid 
milk  products  from  any  source  except 
(1)  producer  milk;  or  (2)  receipts  from 
other  pool  plants;  and 

(b)  Products,  other  than  fluid  milk 
products,  from  any  source  (including 
those  processed  at  the  plant)  which  are 
reprocessed  in  connection  with,  or  con¬ 
verted  to,  another  product  in  the  plant 
during  the  month,  and  any  disappear¬ 
ance  during  the  month  of  nonfluid  milk 
products  not  otherwise  accounted  for. 

§1133.15  Fluid  milk  product. 

“Fluid  milk  product”  means  milk,  skim 
milk,  skim  milk  drinks,  buttermilk, 
flavored  milk,  flavored  milk  drinks,  filled 
milk,  concentrated  milk,  skim  milk  or 
milk  drinks  (not  including  evaporated 
milk,  condensed  milk  or  condensed  skim 
milk),  fortified  milk  or  skim  milk  (in¬ 
cluding  “diet”  foods),  cream  (sweet  or 
sour),  any  mixture  in  fluid  form  of 
cream  and  milk  or  skim  milk  (except  ice 
cream  mix,  frozen  dessert  mix,  cocoa 
mixes,  a  product  which  contains  6  per¬ 
cent  or  more  nonmilk  fat  (or  oil) ,  aerated 
products,  eggnog  and  yogurt) ,  which  are 
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neither  sterilized  nor  In  hermetically 
sealed  metal  containers. 

§  1133.16  [Reserved] 

§1133.17  Filled  milk. 

“Filled  milk”  means  any  combination 
of  nonmilk  fat  (or  oil)  with  skim  milk 
(whether  fresh,  cultured,  reconstituted 
or  modified  by  the  addition  of  nonfat 
milk  solids) ,  with  or  without  milkfat,  so 
that  the  product  (including  stabilizers, 
emulsifiers  or  flavoring)  resembles  milk 
or  afly  other  fluid  milk  product;  and 
contains  less  than  6  percent  nonmilk 
fat  (or  oil). 

§  1133.18  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  of 
producers,  duly  organized  as  such  under 
the  laws  of  any  State,  which  includes 
members  who  are  producers  as  defined 
in  §  1133.12  and  which  the  Secretary 
determines  after  application  by  the 
association: 

(a)  To  be  qualified'  under  the  stand¬ 
ards  set  forth  in  the  Act  of  Congress  of 
February  18,  1922,  as  amended,  known 
as  the  “Capper- Volstead  Act”; 

(b)  To  have  its  entire  organization 
and  all  its  activities  under  the  control  of 
its  members;  and 

(c)  To  be  currently  engaged  in  mak¬ 
ing  collective  sales  of  or  marketing  milk 
or  its  products  for  its  members. 

Handler  Reports 

§  1133.30  Reports  of  receipts  and  utili¬ 
zation. 

On  or  before  the  7th  day  of  each 
month,  each  handler  except  a  producer- 
handler  or  a  handler  making  payments 
pursuant  to  §  1133.76(b),  shall  report  to 
the  market  administrator  in  the  detail 
and  on  the  forms  prescribed  by  the 
market  administrator  the  following  in¬ 
formation  for  the  preceding  month : 

(a)  Each  handler  operating  pool 
plants  shall  report  the  quantities  of  skim 
milk  and  butterfat  in; 

(1)  Receipts  of  each  such  plant  in: 

(1)  Producer  milk,  showing  separate¬ 
ly  that  to  be  classified  pursuant  to 
§  1133.42(b); 

(ii)  Fluid  milk  products  received  from 
other  pool  plants;  and 

(iii)  Other  source  milk; 

(2)  Opening  inventories  of  fluid  milk 
products; 

(3)  The  utilization  in  each  class  of  the 
quantities  required  to  be  reported,  in¬ 
cluding  separate  statements  of  quanti¬ 
ties  (i)  in  inventories  of  fluid  milk  prod¬ 
ucts  on  hand  at  the  end  of  the  month, 
(ii)  in  route  disposition  outside  the  mar¬ 
keting  area,  and  (iii)  of  in-area  and  out¬ 
side  area  route  disposition  of  filled  milk; 
and 

(4)  Such  other  information  with  re¬ 
spect  to  receipts  and  utilization  as  the 
market  administrator  may  request. 

(b)  Each  handler  specified  in  §  1133.9 

(d)  who  operates  a  partially  regulated 
distributing  plant  shall  report  as  re¬ 
quired  in  paragraph  (a)  of  this  section, 
except  that  receipts  of  Grade  A  milk 
from  dairy  farmers  shall  be  reported  in 
lieu  of  producer  milk;  such  report  shall 
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include  a  separate  statement  showing 
the  quantity  of  reconstituted  skim  milk 
in  fluid  milk  products  disposed  of  on 
routes  in  the  marketing  area;  and 

(c)  Each  cooperative  association  shall 
report  with  respect  to  milk  for  which  it 
is  a  handler  pursuant  to  §  1133.9  <b)  and 
(c)  as  follows: 

( 1 )  Receipts  of  skim  milk  and  butter- 
fat  in  producer  milk; 

(2)  Utilization  of  milk  for  which  it  is 
the  handler  pursuant  to  I  1133.9(b)  (1) ; 

(3)  The  quantities  delivered  to  each 
pool  plant  of  another  handler  pursuant 
to  §  1133.9  (b)(2)  and  (c) ;  and 

(4)  Such  other  information  as  the 
market  administrator  may  require. 

§1133.31  Payroll  reports. 

On  or  before  the  20th  day  of  each 
month,  each  handler  except  one  exempt 
pursuant  to  §  1133.7(d)(2)  or  one  mak¬ 
ing  payments  pursuant  to  §  1133.76(b), 
shall  submit  to  the  market  administrator 
his  producer  payroll  (or  in  the  case  of  a 
handler  making  payments  pursuant  to 
§  1133.76(a),  his  payroll  for  dairy  farm¬ 
ers  delivering  Grade  A  milk)  for  deliver¬ 
ies  made  the  preceding  month  which 
shall  show  for  each  producer: 

(a)  The  name  and  address  of  the  pro¬ 
ducer  or  dairy  farmer; 

(b)  The  total  pounds  of  milk,  the  aver¬ 
age  butterfat  test  thereof,  and  the 
pounds  of  butterfat  received  from  such 
producer  and  the  number  of  days  (pro¬ 
vided  that  the  number  of  days  shall  not 
exceed  the  number  of  calendar  days  in 
the  month)  on  which  milk  was  received 
from  such  producer;  and 

(c)  The  price,  amount,  and  date  of 
payment  with  the  nature  and  amount  of 
any  deductions. 

§  1133.32  Other  report*. 

(a)  Each  producer-handler,  each  han¬ 
dler  pursuant  to  §  1133.7(d)  (2)  and  each 
handler  making  payments  pursuant  to 
§  1133.76(b)  shall  make  reports  to  the 
market  administrator  at  such  time  and 
in  such  manner  as  the  market  adminis¬ 
trator  may  prescribe. 

(b)  Each  handler  dumping  skim  milk 
shall  give  the  market  administrator  not 
less  than  6  hours’  notice  of  intention  to 
make  such  disposition  and  of  the  quan¬ 
tities  of  skim  milk  involved.  In  addition, 
each  handler  dumping  skim  milk  shall 
mail  or  deliver  to  the  market  adminis¬ 
trator  within  48  hours  following  each 
dumping  not  witnessed  by  the  market 
administrator  or  his  agent,  a  report  in 
writing,  as  prescribed  by  the  market  ad¬ 
ministrator,  showing  the  date  on  which 
the  dumping  was  made  and  the  quantity 
dumped,  such  report  to  be  signed  by 
both  the  person  who  dumped  the  skim 
milk  and  the  person  authorized  to  sign 
reports  for  the  handler  made  pursuant 
to  §  1133.30  (if  the  latter  person  is  not 
available  to  sign  the  report  within  the 
48 -hour  period,  the  signature  of  the 
plant  manager  or  plant  superintendent 
shall  be  substituted  on  the  report). 

(c)  The  operator  of  a  plant  specified 
in  §  1133.7(d)(2)  shall,  with  respect  to 
total  receipts  and  utilization  or  disposi¬ 
tion  of  skim  milk  and  butterfat  at  the 
plant,  make  reports  to  the  market  ad- 
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ministrator  at  such  time  and  in  such 
manner  as  the  market  administrator 
may  require  and  allow  verification  of 
such  reports  by  the  market  administra¬ 
tor. 

(d)  In  making  payments  to  producers 
pursuant  to  §  1133.73(b),  each  handler 
on  or  before  the  17th  day  after  the  end 
of  each  month,  for  milk  received  during 
such  month,  shall  furnish  each  producer 
with  a  supporting  statement,  in  such 
form  that  it  may  be  retained  by  the  pro¬ 
ducer,  which  shall  show : 

( 1 )  The  month  and  the  identity  of  the 
handler  and  of  the  producer; 

(2)  The  total  pounds  and  the  average 
butterfat  content  of  milk  received  from 
such  producer; 

(3)  The  minimum  rate  at  which  pay¬ 
ment  to  such  producer  is  required  pur¬ 
suant  to  §  1133.73; 

(4^  The  rate  which  is  used  in  making 
payment  if  such  rate  is  other  than  the 
applicable  minimum  rate; 

(5)  The  amount  or  the  rate  per  hun¬ 
dredweight  and  nature  of  each  deduc¬ 
tion  claimed  by  the  handler;  and 

(6)  The  net  amount  of  payment  to 
such  producer. 

(e)  In  making  payments  to  a  coopera¬ 
tive  association  pursuant  to  §  1133.73(c) 
each  handler  upon  request  shall  furnish 
to  the  cooperative  association  on  or  be¬ 
fore  the  20th  day  of  the  month  with 
respect  to  milk  received  during  the  first 
half  of  the  month  and  on  or  before  the 
7th  day  of  the  month  with  respect  to 
milk  received  during  the  last  half  of  the 
previous  month  for  each  producer  for 
whom  such  payment  is  made,  the  infor¬ 
mation  specified  in  subparagraphs  (1), 
(2),  and  (5)  of  paragraph  (a)  of  this 
section,  and  the  daily  weights  of  milk 
purchased  from  each  of  the  association’s 
member  producers;  and 

(f)  In  addition  to  the  reports  re¬ 
quired  pursuant  to  §§  1133.30  and 
1133.31,  each  handler  shall  report  such 
other  information  as  the  market  ad¬ 
ministrator  deems  necessary  to  verify  or 
establish  such  handler’s  obligation  under 
the  order. 

Classification  of  Milk 
§  1133.40  Classes  of  utilization. 

Subject  to  the  conditions  set  forth  in 
§§  1133.41  and  1133.42,  the  classes  of 
utilization  shall  be  as  follows: 

(a)  Class  I  milk.  Class  I  milk  shall  be 
all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  fluid 
milk  product  (including  those  reconsti¬ 
tuted)  except: 

(i)  any  products  fortified  with  added 
nonfat  milk  solids  shall  be  Class  I  in 
an  amount  equal  only  to  the  weight  of 
an  equal  volume  of  milk,  skim  milk,  or 
cream  of  the  same  butterfat  content;  and 

(1)  As  classified  pursuant  to  para¬ 
graphs  (c)  (2)  and  (3)  of  this  section;  cr 

(2)  Not  otherwise  specifically  ac¬ 
counted  for  as  Class  II  or  Class  III 
utilization; 

(b)  Class  II  milk.  Class  II  milk  shall 
be  all  skim  milk  and  butterfat  used  to 
produce  ice  cream,  ice  cream  mix,  frozen 
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desserts,  cocoa  mixes  and  cottage,  pot 
and  bakers’  cheese :  and 

(c)  Class  III  milk.  Class  III  milk 
shall  be  all  skim  milk  and  butterfat: 

<  1 )  Used  to  produce  any  product  other 
than  a  fluid  milk  product  or  a  Class  II 
product; 

(2)  In  skim  milk: 

(i)  Disposed  of  for  livestock  feed ; 

(ii)  Dumped  pursuant  to  the  condi¬ 
tions  specified  in  §  1133.32(b) ;  and 

(iii)  In  fluid  milk  products  which  are 
excepted  from  Class  I  milk  pursuant  to 
paragraph  (a)  (1)  (i)  of  this  section; 

(3)  Disposed  of  in  fluid  milk  products 
in  bulk  form  to  any  commercial  food 
processing  establishment  for  use  in  food 
products  prepared  for  consumption  off 
the  premises; 

(4)  Contained  in  inventories  of  fluid 

milk  products  on  hand  at  the  end  of  the 
month ;  • 

(5)  In  shrinkage  of  skim  milk  and 
butterfat,  respectively,  assigned  pursu¬ 
ant  to  §  1133.41(b)  (1)  but  not  to  exceed 
the  following: 

(i)  Two  percent  of  receipts  at  a  pool 
plant  of  producer  milk  pursuant  to 
§  1133.13(a)  (1)  and  (2)  and,  with  re¬ 
spect  to  a  cooperative  association,  pro¬ 
ducer  milk  for  which  it  is  the  handler 
pursuant  to  §  1133.9  <b)  or  (c) ;  plus 

(ii)  1.5  percent  of  receipts  from  a 
cooperative  association  in  its  capacity  as 
a  handler  pursuant  to  §  1133.9  (b)  or 
(c),  except  that  if  the  handler  operating 
the  pool  plant  files  with  the  market  ad¬ 
ministrator  notice  that  he  is  purchasing 
such  milk  on  the  basis  of  farm  weights 
determined  by  farm  bulk  tank  calibra¬ 
tions,  the  applicable  percentage  shall  be 
2  percent;  plus 

(iii)  1.5  percent  of  receipts  in  bulk 
tank  lots  from  other  pool  plants;  plus 

(iv)  1.5  percent  of  receipts  of  fluid 
milk  products  in  bulk  from  an  other 
order  plant,  exclusive  of  the  quantity 
for  which  Class  II  or  Class  III  utiliza¬ 
tion  was  requested  by  the  operator  of 
such  plant  and  the  handler;  plus 

(v)  1.5  percent  of  receipts  of  fluid  milk 
products  in  bulk  from  unregulated  sup¬ 
ply  plants,  exclusive  of  the  quantity  for 
which  Class  II  or  Class  III  utilization  was 
requested  by  the  handler;  less 

(vi)  1.5  percent  of  disposition  in  bulk 
tank  lots  to  other  milk  plants  (when  the 
exception  specified  in  subdivision  (ii) 
of  this  subparagraph  applies,  the  appli¬ 
cable  percentage  shall  be  2  percent) ; 
plus 

(vii)  0.5  percent  of  milk  received  by  a 
cooperative  association  handler  pursuant 
to  §  1133.9  (b)  and  (c)  from  producers  as 
determined  by  farm  tests  and  weights 
measured  by  farm  bulk  tank  calibrations 
unless  the  exception  in  subparagraph 
5<ii)  of  this  paragraph  applies;  and 

<6)  In  shrinkage  of  skim  milk  and 
butterfat,  respectively,  assigned  pursu¬ 
ant  to  §  1133.41(b)  (2) . 

§1133.41  Shrinkage. 

The  market  administrator  shall  allo¬ 
cate  shrinkage  over  a  handler’s  receipts 
at  each  pool  plant  as  follows: 


(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively,  for 
each  handler;  and 

(b)  If  a  handler  has  receipts  of  other 
source  milk,  shrinkage  shall  be  prorated 
between:  (1)  Skim  milk  and  butterfat 
in  amounts  respectively  equal  to  50  times 
the  maximum  amount  that  may  be  com¬ 
puted  pursuant  to  §  1133.40(c)  (5) ;  and 

(2)  skim  milk  and  butterfat  in  other 
source  milk  received  in  the  form  of  fluid 
milk  products,  exclusive  of  that  specified 
in  §  1133.40(c)  (5). 

§  1133.12  ClasMfu-ation  of  transfers  and 
diversions. 

Skim  milk  or  butterfat  transferred  or 
diverted  in  the  form  of  a  fluid  milk  prod¬ 
uct  shall  be  classified: 

(a)  At  the  utilization  indicated  by  the 
operators  of  both  plants,  otherwise  as 
Class  I  milk,  if  transferred  from  a  pool 
plant  to  the  pool  plant  of  another  han¬ 
dler,  except  as  provided  in  paragraph 

(b)  of  this  section,  subject  in  either  event 
to  the  following  conditions: 

(1)  The  skim  milk  or  butterfat  so  as¬ 
signed  to  any  class  shall  be  limited  to 
the  amount  thereof  remaining  in  such 
class  in  the  plant  (s)  of  the  transferee 
handler  after  computations  pursuant  to 
§  1133.44(a)  (8)  and  the  corresponding 
step  of  S  1133.44(b) ; 

(2)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  §  1133.44(a)  (3) 
and  the  corresponding  step  of  §  1133.44 

(b) ,  the  skim  milk  and  butterfat  so 
transferred  shall  be  classified  so  as  to 
allocate  the  least  possible  Class  I  utiliza¬ 
tion  to  such  other  source  milk;  and 

(3)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  §  1133.44(a) 
(7)  or  (8)  and  the  corresponding  step 
of  §  1133.44(b),  the  skim  milk  and  but¬ 
terfat  so  transferred  up  to  the  total  of 
such  receipts  shall  not  be  classified  as 
Class  I  milk  to  a  greater  extent  than 
would  be  applicable  to  a  like  quantity  of 
such  other  source  milk  received  at  the 
transferee  plant; 

(b)  As  producer  milk  in  the  transferee 
plant,  if  transferred  as  bulk  milk  to  the 
pool  plant  of  another  handler  by  a  co¬ 
operative  association  in  its  capacity  as 
a  handler  pursuant  to  §  1133.9  (b)  (2)  or 

(c) .  Such  milk  shall  be  excluded  from 
producer  milk  to  be  classified  as  that  of 
the  cooperative  association; 

(c)  As  Class  I  milk,  if  transferred  from 
a  pool  plant  to  a  producer-handler,  or 
to  a  State  institution ; 

(d)  As  Class  I  milk,  if  transferred  or 
diverted  in  bulk  to  a  nonpool  plant  that 
is  neither  an  other  order  plant  nor  a 
producer-handler  plant,  unless  the  re¬ 
quirements  of  subparagraphs  (1)  and 

(2)  of  this  paragraph  are  met,  in  which 
case  the  skim  milk  and  butterfat  so 
transferred  or  diverted  shall  be  classified 
in  accordance  with  the  assignment  re¬ 
sulting  from  subparagraph  (3)  of  this 
paragraph : 

( 1 )  The  transferring  or  diverting  han¬ 
dler  claims  classification  pursuant  to  the 
assignment  set  forth  in  subparagraph  (3) 
of  this  paragraph  in  his  report  submitted 


to  the  market  administrator  pursuant  to 
§  1133.30  for  the  month  within  which 
such  transaction  occurred; 

(2)  The  operator  of  such  nonpool 
plant  maintains  books  and  records  show¬ 
ing  the  utilization  of  all  skim  milk  and 
butterfat  received  at  such  plant  which 
are  made  available  if  requested  by  the 
market  administrator  for  the  purpose  of 
verification;  and 

(3)  The  skim  milk  and  butterfat  so 
transferred  shall  be  classified  on  the 
basis  of  the  following  assignment  of 
utilization  at  such  nonpool  plant  in 
excess  of  receipts  of  packaged  fluid  milk 
products  from  all  pool  plants  and  other 
order  plants : 

(i)  Any  Class  I  utilization  disposed 
of  as  route  disposition  in  the  marketing 
area  shall  be  first  assigned  to  the  skim 
milk  and  butterfat  in  the  fluid  milk  prod¬ 
ucts  so  transferred  or  diverted  from  pool 
plants,  next  pro  rata  to  receipts  from 
other  order  plants  and  thereafter  to  re¬ 
ceipts  from  dairy  farmers  who  the  mar¬ 
ket  administrator  determines  constitute 
regular  sources  of  supply  of  Grade  A  milk 
for  such  nonpool  plant; 

(ii)  Any  Class  I  utilization  disposed 
of  as  route  disposition  in  the  marketing 
area  of  an  other  order  issued  pursuant  to 
the  Act  shall  be  first  assigned  to  receipts 
from  plants  fully  regulated  by  such 
order,  next  pro  rata  to  receipts  from  pool 
plants  and  other  order  plants  not  regu¬ 
lated  by  such  order,  and  thereafter  to 
receipts  from  dairy  farmers  who  the 
market  administrator  determines  consti¬ 
tute  regular  sources  of  supply  for  such 
nonpool  plant ; 

(iii)  Class  I  utilization  in  excess  of 
that  assigned  pursuant  to  subdivisions 
(i)  and  (ii)  of  this  subparagraph  shall 
be  assigned  first  to  remaining  receipts 
from  dairy  farmers  who  the  market  ad¬ 
ministrator  determines  constitute  the 
regular  source  of  supply  for  such  nonpool 
plant  and  Class  I  utilization  in  excess  of 
such  receipts  shall  be  assigned  pro  rata 
to  unassigned  receipts  at  such  nonpool 
plant  from  all  pool  and  other  order 
plants;  and 

(iv)  Class  II  utilization  shall  next  be 
assigned  to  remaining  receipts  in  the 
sequence  provided  in  subdivision  (iii)  of 
this  subparagraph  (3).  To  the  extent 
that  neither  Class  I  nor  Class  II  utiliza¬ 
tion  is  not  so  assigned  to  it,  the  skim 
milk  and  butterfat  so  transferred  shall 
be  classified  as  Class  III  milk;  and 

(e)  As  follows,  if  transferred  to  an 
other  order  plant  in  excess  of  receipts 
from  such  plant  in  the  same  category  as 
described  in  subparagraph  (1),  (2),  or 

(3)  of  this  paragraph: 

(1)  If  transferred  in  packaged  form, 
classification  shall  be  in  the  classes  to 
which  allocated  as  a  fluid  milk  product 
under  the  other  order; 

(2)  If  transferred  in  bulk  form,  clas¬ 
sification  shall  be  in  the  classes  to  which 
allocated  as  a  fluid  milk  product  under 
the  other  order  (including  allocation  un¬ 
der  the  conditions  set  forth  in  subpara¬ 
graph  (3)  of  this  paragraph) ; 

(3)  If  the  operators  of  both  the  trans¬ 
feror  and  transferee  plants  so  request 
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in  the  reports  of  receipts  and  utilization 
filed  with  their  respective  market  ad¬ 
ministrators,  transfers  in  bulk  form  shall 
be  classified  as  Class  III  to  the  extent  of 
the  Class  III  utilization  (or  comparable 
utilization  under  such  other  order) 
available  for  such  assignment  pursuant 
to  the  allocation  provisions  of  the  trans¬ 
feree  order ; 

(4)  If  the  classification  to  which  allo¬ 
cated  under  the  other  order  is  not  avail¬ 
able  to  the  market  administrator  for 
purposes  of  establishing  classification 
pursuant  to  this  paragraph,  classifica¬ 
tion  shall  be  as  Class  I,  subject  to  ad¬ 
justment  when  such  information  is 
available; 

(5)  For  purposes  of  this  paragraph, 
if  the  transferee  order  provides  for  only 
two  classes  of  utilization,  skim  milk  and 
butterfat  allocated  to  a  class  consisting 
primarily  of  fluid  milk  products  shall  be 
classified  as  Class  I,  and  skim  milk  and 
butterfat  allocated  to  Class  II  under  the 
other  order  shall  be  classified  as  Class 
HI;  and 

(6)  If  the  form  in  which  any  fluid 
milk  product  is  transferred  to  an  other 
order  plant  is  not  defined  as  a  fluid  milk 
product  under  such  other  order,  classifi¬ 
cation  shall  be  in  accordance  with  the 
provisions  of  §  1133.40. 

§  1133.43  General  classification  rules. 

In  determining  the  classification  of 
producer  milk  pursuant  to  §  1133.44,  the 
following  rules  shall  apply: 

(a)  For  each  month  the  market  ad¬ 
ministrator  shall  correct  for  mathemati¬ 
cal  and  other  obvious  errors  the  reports 
of  receipts  and  utilization  submitted  by 
each  handler  and  shall  compute  the  total 
pounds  of  skim  milk  and  butterfat,  re¬ 
spectively,  in  each  class  for  such  handler 
at  all  of  his  pool  plants;  and 

(b)  If  any  of  the  water  contained  in 
the  milk  from  which  a  product  is  made 
is  removed  before  the  product  is  utilized 
or  disposed  of  by  a  handler,  the  pounds 
of  skim  milk  used  or  disposed  of  in  such 
product  shall  be  considered  to  be  an 
amount  equivalent  to  the  nonfat  milk 
solids  contained  in  such  product,  plus 
all  the  water  originally  associated  with 
such  solids. 

§  1133.44  Classification  of  producer 
milk. 

After  making  the  computations  pur¬ 
suant  to  §  1133.43(a) ,  the  market  admin¬ 
istrator  shall  determine  the  classification 
of  producer  milk  for  each  handler  as 
follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  classified: 

(i)  From  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
this  or  any  other  order  issued  pursuant 
to  the  Act  is  classified  and  priced  as 
Class  I  milk  and  ii  not  used  as  an  offset 
on  any  payment  obligation  under  this  or 
any  other  order; 


RULES  AND  REGULATIONS 

(ii)  From  Class  III  the  pounds  of  skim 
milk  classified  as  Class  III  milk  pursuant 
to  §  1133.40(c)  (5) ; 

(2)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  received  in  packaged  form  from 
other  order  plants,  except  that  to  be  sub¬ 
tracted  pursuant  to  subparagraph  (3)  (v) 
of  this  paragraph,  as  follows: 

(i)  From  Class  III  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(2a)  Subtract  from  the  total  pounds 
of  skim  milk  in  Class  II  the  pounds  of 
skim  milk  in  products  other  than  fluid 
milk  products  that  are  used  (directly  or 
as  a  reconstituted  fluid  milk  product)  to 
produce  Class  II  products; 

(3)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  of  skim 
milk  in  each  of  the  following: 

(i)  Other  source  milk  (that  was  not 
subtracted  pursuant  to  subparagraph 
(2a)  of  this  paragraph)  in  a  form  other 
than  that  of  a  fluid  milk  product; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  Grade  A 
certification  is  not  established,  and  re¬ 
ceipts  of  fluid  milk  products  from  un¬ 
identified  sources; 

(iii)  Receipts  of  fluid  milk  products 
from  a  producer-handler,  as  defined 
under  this  or  any  other  Federal  order, 
and  from  State  institutions; 

(iv)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  unregulated 
supply  plants;  and 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  other  order 
plants  which  are  regulated  under  an 
order  providing  for  individual  handler 
pooling  to  the  extent  that  reconstituted 
skim  milk  is  allocated  to  Class  I  at  the 
transferor  plant; 

(4)  Subtract,  in  the  order  specified 
below,  in  sequence  beginning  with  Class 
III  from  the  pounds  of  skim  milk  re¬ 
maining  in  Classes  II  and  III,  but  not 
in  excess  of  such  quantity; 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  sub- 
paragraph  (1)  (i)  or  (3)(iv)  of  this 
paragraph; 

(a)  For  which  the  handler  requests 
Class  II  or  Class  III  utilization;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  milk  by  1.25  and  subtracting  the 
sum  of  the  pounds  of  skim  milk  in  pro¬ 
ducer  milk,  receipts  from  other  pool  han¬ 
dlers,  and  receipts  in  bulk  from  other 
order  plants,  that  were  not  subtracted 
pursuant  to  subparagraph  (3)  (v)  of  this 
paragraph; 

(ii)  Receipts  of  fluid  milk  products  in 
bulk  from  another  order  plant,  that 
were  not  subtracted  pursuant  to  sub- 
paragraph  (3)  (v)  of  this  paragraph,  in 
excess  of  similar  transfers  to  such  plant, 
if  Class  H  or  Class  HI  utilization  was 
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requested  by  the  operator  of  such  plant 
and  the  handler; 

(5)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  in,  the  pounds  of 
skim  milk  in  inventory  of  fluid  milk 
products  on  hand  at  the  beginning  of 
the  month; 

(6)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  III  milk  the  pounds 
subtracted  pursuant  to  subparagraph 
(1)  (ii)  of  this  paragraph; 

(7)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  pro  rata  to 
such  quantities  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  from 
unregulated  supply  plants  which  were 
not  subtracted  pursuant  to  subpara¬ 
graphs  ( 1)  (i) ,  (3)  (iv) ,  or  (4)  (i)  of  this 
paragraph; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  the  fol¬ 
lowing  order,  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  in 
bulk  from  another  order  plant(s),  in  ex¬ 
cess  in  each  case  of  similar  transfers  to 
the  same  plant,  which  were  not  sub¬ 
tracted  pursuant  to  subparagraph  (3) 
(v)  or  (4)  (ii)  of  this  paragraph: 

(i)  In  series  beginning  with  Class  IH, 
the  pounds  determined  by  multiplying 
the  pounds  of  such  receipts  by  the  larger 
of  the  percentage  of  estimated  Class  II 
and  Class  III  utilization  of  skim  milk 
announced  for  the  month  by  the  market 
administrator  pursuant  to  §  1133.45(a) 
or  the  percentage  that  Class  H  and  Class 
III  utilization  remaining  is  of  the  total 
remaining  utilization  of  skim  milk  of 
the  handler;  and 

(ii)  From  Class  I,  the  remaining 
pounds  of  such  receipts; 

(9)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  received  in  fluid  milk  prod¬ 
ucts  from  pool  plants  of  other  handlers 
according  to  the  classification  assigned 
pursuant  to  §  1133.42(a) ; 

(10)  If  the  pounds  of  skim  milk  re¬ 
maining  in  all  classes  exceed  the  pounds 
of  skim  milk  in  producer  milk  subtract 
such  excess  from  the  pounds  of  skim 
milk  remaining  in  each  class  in  series 
beginning  with  Class  III.  Any  amount 
so  subtracted  shall  be  known  as  “over¬ 
age”  ; 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this  sec¬ 
tion;  and 

(c)  Combine  the  amounts  of  skim  milk 
and  butterfat  determined  pursuant  to 
paragraphs  (a)  and  (b)  of  this  section 
into  one  total  for  each  class  and  deter¬ 
mine  the  weighted  average  butterfat  con¬ 
tent  of  producer  milk  in  each  class. 

§  1133.45  Market  administrator’s  re¬ 
ports  and  announcements  concerning 
classification. 

The  market  administrator  shall  make 
the  following  reports  and  announce¬ 
ments  concerning  classification: 

(a)  Whenever  required  for  purpose 
of  allocating  receipts  from  other  order 
plants  pursuant  to  §  1133.44(a)  (8)  and 
the  corresponding  step  of  §  1133.44(b), 
the  market  administrator  shall  estimate 


FEDERAL  REGISTER,  VOL.  37,  NO.  251 — FRIDAY,  DECEMBER  29,  1972 


28706 


RULES  AND  REGULATIONS 


and  publicly  announce  the  utilization 
(to  the  nearest  whole  percentage)  in 
each  class  during  the  month  of  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  of  all  handlers.  Such  estimate 
shall  be  based  upon  the  most  current 
available  data  and  shall  be  final  for  such 
purpose; 

<b)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk 
products  from  an  other  order  plant,  the 
classification  to  which  such  receipts  are 
allocated  pursuant  to  §  1133.44  pursuant 
to  such,  report,  and  thereafter  any 
change  in  such  allocation  required  to 
correct  errors  disclosed  in  verification 
of  such  report; 

(c)  Furnish  to  each  handler  operating 
a  pool  plant  who  has  shipped  fluid  milk 
products  to  an  other  order  plant,  the 
classification  to  which  the  skim  milk 
and  butterfat  in  such  fluid  milk  products 
were  allocated  by  the  market  adminis¬ 
trator  of  the  other  order  on  the  basis 
of  the  report  of  the  receiving  handler; 
and,  as  necessary,  any  changes  in  such 
classification  arising  in  the  verification 
of  such  report;  and 

(d)  On  or  before  the  16th  day  after  the 
end  of  each  month,  report  to  each  co¬ 
operative  association  (or  its  duly  desig¬ 
nated  agent)  which  so  requests  the  class 
utilization  of  milk  delivered  by  such  co¬ 
operative  association  pursuant  to 
§  1133.9  (b)  (2)  and  (c)  or  from  its  mem¬ 
ber  producers  to  each  handler.  For  the 
purpose  of  this  report,  the  milk  caused 
to  be  so  delivered  by  such  cooperative 
association  shall  be  prorated  to  each 
class  in  the  proportion  that  the  total 
receipts  of  producer  milk  by  such  han¬ 
dler  were  used  in  each  class. 

Class  Prices 
§  1133.30  Class  prices. 

Subject  to  the  provisions  of  §  1133.52, 
the  class  prices  for  the  month  per 
hundredweight  of  milk  containing  3.5 
percent  butterfat  shall  be  as  follows: 

(a)  Class  I  price.  The  Class  I  price 
shall  be  the  basic  formula  price  for  the 
second  preceeding  month  plus  $1.95. 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  price  computed  pursuant  to 
paragraph  (c)  of  this  section,  plus  25 
cents  per  hundredweight. 

(c)  Class  III  price.  The  Class  in  price 
shall  be  the  basic  formula  price  for  the 
month,  but  not  to  exceed  an  amount 
computed  as  follows: 

(1)  Multiply  by  4.2  the  simple  average 
of  the  wholesale  selling  prices  (using  the 
midpoint  of  any  price  range  as  one  price) 
of  Grade  A  (92-score)  bulk  butter  at  Chi¬ 
cago  as  reported  by  the  Department  for 
the  month; 

(2)  Multiply  by  8.2  the  weighted  aver¬ 
age  of  carlot  prices  per  pound  of  nonfat 
dry  milk  solids,  spray  process,  for  human 
consumption,  f  .o.b.  manufacturing  plants 
in  the  Chicago  area,  as  published  by  the 
Department  for  the  period  from  the  26th 
day  of  the  immediately  preceding  month 
through  the  25th  day  of  the  current 
month;  and 


(3)  From  the  sum  of  the  results  ar¬ 
rived  at  under  subparagraphs  (1)  and 
(2)  of  this  paragraph,  subtract  48  cents, 
and  round  to  the  nearest  cent. 

§1133.31  Basic  formula  price. 

The  “basic  formula  price”  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
in  Minnesota  and  Wisconsin,  as  reported 
by  the  Department  for  the  month,  ad¬ 
justed  to  a  3.5  percent  butterfat  basis  and 
rounded  to  the  nearest  cent.  For  such 
adjustment,  the  butterfat  differential 
(rounded  to  the  nearest  one-tenth  cent) 
per  one-tenth  percent  butterfat  shall  be 
0.12  times  the  simple  average  of  the 
wholesale  selling  prices  (using  the  mid¬ 
point  of  any  price  range  as  one  price)  of 
Grade  A  (92-score)  bulk  butter  per 
pound  at  Chicago,  as  reported  by  the  De¬ 
partment  for  the  month.  For  the  purpose 
of  computing  the  Class  I  price,  the  re¬ 
sulting  price  shall  be  not  less  than  $4.33. 

§  1133.32  Plant  location  adjustments  for 
handlers. 

(a)  For  milk  received  from  producers 
at  a  pool  plant  located  more  than  90 
miles  by  shortest  highway  distance  as 
measured  by  the  market  administrator, 
from  the  City  Hall  in  Spokane,  Wash., 
and  disposed  of  as  Class  I  milk  or 
assigned  Class  I  location  adjustment 
credit  pursuant  to  paragraph  (b)  of  this 
section,  the  price  computed  pursuant  to 
§  1133.50(a)  shall  be  reduced  by  two 
cents  for  each  10  miles  or  fraction  there¬ 
of,  up  to  200  miles  and  one  cent  for  each 
10  miles  or  fraction  thereof,  in  excess  of 
200  miles,  by  the  shortest  hard-surfaced 
highway  distance  as  determined  by  the 
market  administrator,  from  such  plant 
to  the  City  Hall,  Spokane,  Wash.; 

(b)  For  purposes  of  calculating  such 
adjustment,  transfers  between  pool 
plants  shall  be  assigned  Class  I  dis¬ 
position  at  the  transferee  plant,  in  excess 
of  the  sum  of  receipts  at  such  plant  from 
producers  and  cooperative  associations 
pursuant  to  §  1133.9  (b)  (2)  and  (c) ,  and 
the  volume  assigned  as  Class  I  to  re¬ 
ceipts  from  other  order  plants  and  un¬ 
regulated  supply  plants,  such  assignment 
to  be  made  first  to  transferor  plants  at 
which  no  location  adjustment  credit  is 
applicable  and  then  in  sequence  begin¬ 
ning  with  the  plant  at  which  the  least 
location  adjustment  would  apply;  and 

(c)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  adjusted  at 
the  rates  set  forth  in  paragraph  (a)  of 
this  section,  except  that  the  adjusted 
Class  I  price  shall  be  not  less  than  the 
Class  III  price. 

§  1133.33  Announcement  of  class  prices 
and  handler  butterfat  differentials. 

The  market  administrator  shall  an¬ 
nounce  publicly  on  or  before  the  5th  day 
of  each  month: 

(a)  The  Class  I  price  for  the  following 
month; 

(b)  The  Class  I  butterfat  differential 
for  the  current  month;  and 

(c)  The  Class  II  and  Class  HI  prices 
and  the  corresponding  butterfat  dif¬ 
ferentials,  all  for  the  preceding  month. 


§  1133.34  Equivalent  price. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  part  for  computing  class 
prices  or  for  other  purposes  is  not  avail¬ 
able  in  the  manner  described,  the  market 
administrator  shall  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  which  is  required. 

§  1133.33  Handler  butterfat  differen¬ 
tials. 

If  the  average  butterfat  content  of 
Class  I  milk,  Class  H  milk  or  Class  HI 
milk,  computed  pursuant  to  §  1133.43(a), 
for  any  handler  for  any  month  differs 
from  3.5  percent,  there  shall  be  added 
to,  or  subtracted  from,  the  applicable 
class  price  (§  1133.50)  for  each  one-tenth 
of  1  percent  that  the  average  butterfat 
content  of  such  class  is  respectively 
above,  or  below,  3.5  percent,  a  butterfat 
differential  computed  by  the  market  ad¬ 
ministrator  as  follows: 

(a)  Class  I  milk.  The  simple  average 
of  the  wholesale  selling  prices  per  pound 
(using  the  midpoint  of  any  price  range 
as  one  price)  of  Grade  A  (92-score)  bulk 
butter  at  Chicago,  as  reported  by  the 
Department  during  the  preceding  month, 
multiply  by  0.123,  and  round  to  the  near¬ 
est  tenth  of  a  cent. 

(b)  Class  II  milk  and  Class  III  milk. 
The  simple  average  of  the  wholesale  sell¬ 
ing  prices  per  pound  (using  the  midpoint 
of  any  price  range  as  one  price)  of  Grade 
A  (92-score)  .bulk  butter  at  Chicago  as 
reported  by  the  Department  during  the 
month,  multiply  by  0.115  and  round  to 
the  nearest  tenth  of  a  cent. 

Uniform  Price 

§  1133.60  Handler's  value  of  milk  for 
computing  uniform  price. 

For  the  purpose  of  computing  the  uni¬ 
form  price,  the  market  administrator 
shall  determine  for  each  month  the  value 
of  milk  of  each  handler  with  respect  to 
each  of  his  pool  plants  and  of  each  han¬ 
dler  described  in  §  1133.9  (b)  and  (c>  as 
follows: 

(a)  Multiply  the  quantity  of  producer 
milk  in  each  class,  as  computed  pursuant 
to  §  1133.44(c),  by  the  applicable  class 
prices  (adjusted  pursuant  to  §§  1133.52 
and  1133.55); 

(b)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  overage  de¬ 
ducted  from  each  class  pursuant  to 
§  1133.44(a)  (10)  and  the  corresponding 
step  of  §  1133.44(b)  by  the  applicable 
class  prices; 

(c)  Add  the  following: 

(1)  The  amount  obtained  from  multi¬ 
plying  the  difference  between  the  Class 
III  price  for  the  preceding  month  and  the 
Class  I  price  for  the  current  month  by 
the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pur¬ 
suant  to  §  1133.44(a)(5)  and  the  corre¬ 
sponding  step  of  §  1133.44(b) ;  and  ' 

(2)  The  amount  obtained  from  multi¬ 
plying  the  difference  between  the  Class 
HI  price  for  the  preceding  month  and 
the  Class  H  price  for  the  current  month 
by  the  lesser  of: 

(i)  The  pounds  of  skim  milk  and  but¬ 
terfat  subtracted  from  Class  II  milk 
pursuant  to  §  1133.44(a)  (5)  and  the  cor- 
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responding  step  of  §  1133.44(b)  for  the 
current  month;  or 

(ii)  The  pounds  of  skim  milk  and  but- 
terfat  remaining  in  Class  III  milk  after 
the  calculations  pursuant  to  §  1133.44(a) 
(8)  and  the  corresponding  step  of  §  1133.- 
44(b)  for  the  preceding  month,  less  the 
pounds  used  in  computation  pursuant  to 
subparagraph  (1)  of  this  paragraph; 

(d)  Add  an  amount  equal  to  the  dif¬ 
ference  between  the  value  at  the  Class  I 
price  applicable  at  the  pool  plant  and  the 
value  at  the  Class  III  price,  with  respect 
to  skim  milk  and  butterfat  in  other 
source  milk  subtracted  from  Class  I  pur¬ 
suant  to  §  1133.44(a)(3)  and  the  corre¬ 
sponding  step  of  §  1133.44(b) ,  except  that 
for  receipts  of  fluid  milk  products  as¬ 
signed  to  Class  I  pursuant  to  §  1133.44 

(a)(3)  (iv)  and  (v)  and  the  correspond¬ 
ing  step  of  §  1133.44(b)  the  Class  I  price 
shall  be  adjusted  to  the  location  of  the 
transferor  plant; 

(e)  Add  an  amount  equal  to  the  value 
at  the  Class  I  price  adjusted  for  location 
of  the  nearest  nonpool  plant(s)  from 
which  an  equivalent  volume  was  received 
with  respect  to  the  skim  milk  and  butter- 
fat  subtracted  from  Class  I  pursuant  to 
5  1133.44(a)(7)  and  the  corresponding 
step  of  §  1133.44(b),  excluding  such  skim 
milk  or  butterfat  in  bulk  receipts  of  fluid 
milk  products  from  an  unregulated  sup¬ 
ply  plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  or  butterfat  dis¬ 
posed  of  to  such  plant  by  handlers  fully 
regulated  under  this  or  any  other  order 
issued  pursuant  to  the  Act  is  classified 
and  priced  as  Class  I  milk  and  is  not  used 
as  an  offset  on  any  other  payment  obli¬ 
gation  under  this  or  any  other  order; 

(f )  Add  or  subtract  the  amount  neces¬ 
sary  to  correct  errors  disclosed  by  the 
verification  of  reports  of  receipts  and 
utilization  of  skim  milk  and  butterfat 
in  previous  months  for  which  payment 
has  not  been  made. 

§  1133.61  Computation  of  uniform  price 
(including  weighted  average  price). 

(a)  For  each  month  the  market  ad¬ 
ministrator  shall  compute  a  uniform 
price  for  producer  milk  and  a  weighted 
average  price  for  all  milk  as  follows: 

(1)  Combine  into  one  total  the  values 
computed  pursuant  to  §  1133.60  for  all 
handlers  who  filed  the  reports  prescribed 
by  §  1133.30  for  the  month  and  who 
made  the  payments  pursuant  to  §  1133.71 
for  the  preceding  month; 

(2)  Add  an  amount  equal  to  the  total 
value  of  the  location  differentials  com¬ 
puted  pursuant  to  §  1133.75; 

(3)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  subpara¬ 
graph  (5)  of  this  paragraph  is  more  than 
3.5  percent,  or  add,  if  such  butterfat  con¬ 
tent  is  less  than  3.5  percent,  an  amount 
computed  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by  the 
butterfat  differential  computed  pursuant 
to  §  1133.74  and  multiplying  the  result 
by  the  total  hundredweight  of  such  milk; 

(4)  Add  an  amount  equal  to  not  less 
than  one-half  of  the  unobligated  balance 
in  the  producer-settlement  fund; 


(5)  Divide  the  resulting  amount  by  the 
sum  of  the  following  for  all  handlers  in¬ 
cluded  in  these  computations : 

(i)  The  total  hundredweight  of  pro¬ 
ducer  milk;  and 

(ii)  The  total  hundredweight  for  which 
a  value  is  computed  pursuant  to  §  1133.60 

•  (e) ; 

(6)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  known  as  the  uniform 
price  for  producer  milk  and  the  weighted 
average  price  for  all  milk. 

§  1133.62  Announcement  of  uniform 
price  and  butterfat  differential. 

The  market  administrator  shall  an¬ 
nounce  publicly  on  or  before  the  12th  day 
of  each  month: 

(a)  The  producer  butterfat  differen¬ 
tial  for  the  preceding  month;  and 

(b)  The  uniform  price  for  the  preced¬ 
ing  month. 

Payments  for  Milk 
§  1133.70  Producer-settlement  fund. 

The  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund  known 
as  the  “producer-settlement  fund”  into 
which  he  shall  deposit  all  payments 
made  by  handlers  pursuant  to  §§  1133.71, 
1133.76,  and  1133.77  and  out  of  which  he 
shall  make  all  payments  to  handlers  pur¬ 
suant  to  §§  1133.72  and  1133.77. 

§  1133.71  Payments  to  the  producer- 
settlement  fund. 

On  or  before  the  14th  day  after  the 
end  of  the  month  each  handler  shall  pay 
to  the  market  administrator  the  amount, 
if  any,  by  which  the  total  amounts  speci¬ 
fied  in  paragraph  (a)  of  this  section  ex¬ 
ceed  the  amounts  specified  in  paragraph 

(b)  of  this  section: 

(a)  The  sum  of 

(1)  The  total  of  the  net  pool  obliga¬ 
tion  computed  pursuant  to  §  1133.60  for 
such  handler;  and 

(2)  In  the  case  of  a  cooperative  asso¬ 
ciation  which  is  a  handler,  the  minimum 
amount  due  from  other  handlers  pur¬ 
suant  to  §  1133.73(d) ;  ' 

(b)  The  sum  of 

(1)  The  value  of  such  handler’s  pro¬ 
ducer  milk  at  the  applicable  uniform 
prices  specified  in  §  1133.73;  and 

(2)  The  value  at  the  weighted  aver¬ 
age  price (s)  applicable  at  the  location 
of  the  plant(s)  from  which  received  (not 
to  be  less  than  the  value  at  the  Class  HI 
price)  with  respect  to  other  source  milk 
for  which  a  value  is  computed  pursuant 
to  §  1133.60(e); 

(c)  Each  handler  operating  a  plant 
pursuant  to  §  1133.7(d)  (2),  If  such  plant 
is  subject  to  the  classification  and  pric¬ 
ing  provisions  of  another  order  which 
provides  for  individual  handler  pooling, 
shall  pay  to  the  market  administrator  on 
or  before  the  25th  day  after  the  end  of 
the  month  an  amount  computed  as  fol¬ 
lows: 

(1)  Determine  the  quantity  of  recon¬ 
stituted  skim  milk  in  filled  milk  disposed 
of  as  route  disposition  in  the  marketing 
area  which  was  allocated  to  Class  I  at 
such  other  order  plant.  If  reconstituted 
skim  milk  in  filled  milk  Is  disposed  of 


from  such  plant  as  route  disposition  in 
marketing  areas  regulated  by  two  or 
more  market  pool  orders,  the  reconsti¬ 
tuted  skim  milk  assigned  to  Class  I  shall 
be  prorated  according  to  such  disposition 
in  each  area. 

(2)  Compute  the  value  of  the  quantity 
assigned  in  subparagraph  (1)  of  this 
paragraph  to  Class  I  disposition  in  this 
area,  at  the  Class  I  price  under  this  part 
applicable  at  the  location  of  the  other 
order  plant  (but  not  to  be  less  than  the 
Class  III  price)  and  subtract  its  value 
at  the  Class  III  price. 

§  1133.72  Payments  from  the  producer, 
settlement  fund. 

On  or  before  the  15th  day  after  the 
end  of  each  month  the  market  adminis¬ 
trator  shall  pay  to  each  handler  the 
amount,  if  any,  by  which  the  amount 
computed  pursuant  to  §  1133.71(d)  ex¬ 
ceeds  the  amount  computed  pursuant  to 
§  1133.71(a).  The  market  administrator 
shall  offset  any  payment  due  any  handler 
against  payments  due  from  such  handler. 
If  the  balance  in  the  producer-settle¬ 
ment  fund  is  insufficient  to  make  all  pay¬ 
ments  pursuant  to  this  paragraph,  the 
market  administrator  shall  reduce  uni¬ 
formly  such  payments  and  shall  complete 
such  payments  as  soon  as  the  funds  are 
available. 

§  1133.73  Payments  to  producers  and  to 
cooperative  associations. 

Except  ps  provided  in  paragraph  (c) 
of  this  section,  each  handler  shall  make 
payment  to  each  producer  from  whom 
milk  is  received  as  specified  in  para¬ 
graphs  (a)  and  (b)  of  this  section: 

(a)  On  or  before  the  last  day  of  the 
month  to  each  producer  who  had  not 
discontinued  shipping  milk  to  such 
handler  before  the  18th  day  of  the 
month,  a  partial  payment  with  respect 
to  milk  received  during  the  first  15  days 
of  the  month  at  not  less  than  the  Class 
III  price  for  the  preceding  month. 

(b)  On  or  before  the  17th  day  after 
the  end  of  each  month,  for  milk  received 
during  such  month,  an  amount  computed 
at  not  less  than  the  uniform  price  per 
hundredweight  pursuant  to  §  1133.61 
subject  to  the  butterfat  differential  com¬ 
puted  pursuant  to  §  1133.74  and  lo¬ 
cation  adjustment  computed  pursuant  to 
§  1133.75  and  less  (1)  payments  made 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  (2)  marketing  service  deductions 
pursuant  to  §  1133.86,  and  (3)  proper 
deductions  authorized  in  writing  by  such 
producer:  Provided,  That  if  by  such  date 
such  handler  has  not  received  full  pay¬ 
ment  for  such  month  pursuant  to 
§  1133.72  he  may  reduce  his  total  pay¬ 
ment  to  all  producers  uniformly  by  not 
less  than  the  amount  of  reduction  in 
payment  from  the  market  administrator; 
the  handler  shall,  however,  complete 
such  payments  not  later  than  the  date 
for  making  such  payments  pursuant  to 
this  paragraph  next  following  receipt 
of  the  balance  from  the  market 
administrator; 

(c) (1)  Upon  receipt  of  a  written  re¬ 
quest  from  a  cooperative  association 
which  the  market  administrator  deter¬ 
mines  is  authorized  by  its  members  to 
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collect  payments  for  their  milk  and  re¬ 
ceipt  of  a  written  promise  to  reimburse 
the  handler  the  amount  of  any  actual 
loss  incurred  by  him  because  of  any 
improper  claim  on  the  part  of  the  co¬ 
operative  association,  each  handler  shall 
pay  to  the  cooperative  association  on  or 
before  the  second  day  prior  to  the  date 
of  payment  to  producers  in  lieu  of  pay¬ 
ments  pursuant  to  paragraphs  (a)  and 
(b),  respectively,  of  this  section  an 
amount  equal  to  the  sum  of  the  individ¬ 
ual  payments  otherwise  payable  to  such 
producers.  The  foregoing  payment  shall 
be  made  with  respect  to  milk  of  each  pro¬ 
ducer  whom  the  cooperative  association 
certifies  is  a  member  effective  on  and 
after  the  first  day  of  the  calendar  month 
next  following  receipt  of  such  certifica¬ 
tion  through  the  last  day  of  the  month 
next  preceding  receipt  of  notice  from  the 
cooperative  association  of  a  termination 
of  membership  or  until  the  original  re¬ 
quest  is  rescinded  in  writing  by  the  co¬ 
operative  association; 

(2)  A  copy  of  each  such  request,  prom¬ 
ise  to  reimburse  and  certified  list  of 
members  shall  be  filed  simultaneously 
with  the  market  administrator  by  the 
cooperative  association  and  shall  be  sub¬ 
ject  to  verification  at  his  discretion 
through  audit  of  the  records  of  the  co¬ 
operative  association  pertaining  thereto. 
Exceptions,  if  any,  to  the  accuracy  of 
such  certification  by  a  producer  claimed 
to  be  a  member,  or  by  a  handler,  shall 
be  made  by  written  notice  to  the  market 
administrator  and  shall  be  subject  to  his 
determination; 

(d)  Each  handler  who  receives  milk 
for  which  a  cooperative  association  is 
the  handler  pursuant  to  §  1133.9(b)(2) 
and  (c),  shall,  on  or  before  the  second 
day  prior  to  the  date  payments  are  due 
individual  producers,  pay  such  coopera¬ 
tive  association  for  such  milk  as  follows : 

(1)  A  partial  payment  for  milk  re¬ 
ceived  during  the  first  15  days  of  the 
month  at  not  less  than  the  Class  III 
price  for  the  preceding  month;  and 

(2)  In  making  final  settlement,  the 
value  of  such  milk  at  the  applicable  uni¬ 
form  price,  less  payment  made  pursuant 
to  subparagraph  (1)  of  this  paragraph; 
and 

(e)  None  of  the  provisions  of  this  sec¬ 
tion  shall  be  construed  to  restrict  any 
cooperative  association  qualified  under 
section  8c(5)  (F)  of  the  Act  from  making 
payment  for  milk  to  its  producers  in  ac¬ 
cordance  with  such  provisions  of  the  Act. 

§  1133.74  Producer  butterfat  differen¬ 
tial. 

In  making  payments  pursuant  to 
§  1133.73(b)  the  uniform  price  shall  be 
adjusted  for  each  one-tenth  of  1  percent 
of  butterfat  content  in  the  milk  of  each 
producer  above  or  below  3.5  percent  as 
the  case  may  be,  by  a  butterfat  differ¬ 
ential  equal  to  the  average  of  the  butter¬ 
fat  differentials  determined  pursuant 
to  paragraphs  (a)  and  (b)  of  §  1133.55, 
weighted  by  the  pounds  of  butterfat  in 
producer  milk  in  each  class,  the  result 
being  rounded  to  the  nearest  tenth  of 
a  cent. 


§  1133.73  Plant  location  adjustments  for 
producers  and  on  nonpool  milk. 

(a)  The  uniform  price  for  producer 
milk  shall  be  reduced  according  to  the 
location  of  the  plant  where  the  milk  was 
first  actually  received  from  producers  at 
the  rates  set  forth  in  §  1133.52. 

(b)  For  purposes  of  computations 
pursuant  to  §§  1133.71  and  1133.72  the 
adjustments  pursuant  to  this  section 
shall  be  at  the  rates  set  forth  in  §  1133.52 
applicable  at  the  location  of  the  nonpool 
plant  from  which  the  milk  was  received, 
except  that  the  adjusted  price  shall  be 
not  less  than  the  Class  III  price. 

§  1133.76  Payments  by  handler  operat¬ 
ing  a  partially  regulated  distributing 
plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  to 
the  market  administrator  for  the  pro¬ 
ducer-settlement  fund  on  or  before  the 
25th  day  after  the  end  of  the  month 
either  of  the  amounts  (at  the  handler’s 
election)  calculated  pursuant  to  para¬ 
graph  (a)  or  (b)  of  this  section.  If  the 
handler  fails  to  report  pursuant  to 
§§  1133.30  and  1133.31  the  information 
necessary  to  compute  the  amount  speci¬ 
fied  in  paragraph  (a)  of  this  section,  he 
shall  pay  the  amount  computed  pursuant 
to  paragraph  (b)  of  this  section: 

(a)  An  amount  computed  as  follows; 

(1)  (i)  The  obligation  that  would  have 
been  computed  pursuant  to  §  1133.60  at 
such  plant  shall  be  determined  as  though 
such  plant  were  a  pool  plant.  For  pur¬ 
poses  of  such  computation,  receipts  at 
such  nonpool  plant  from  a  pool  plant  or 
an  other  order  plant  shall  be  assigned  to 
the  utilization  at  which  classified  at  the 
pool  plant  or  other  order  plant  and  trans¬ 
fers  from  such  nonpool  plant  to  a  pool 
plant  or  an  other  order  plant  shall  be 
classified  as  Class  II  milk  if  allocated  to 
such  class  at  the  pool  plant  or 
other  order  plant  and  be  valued 
at  the  uniform  price  of  the  respective  or¬ 
der  if  so  allocated  to  Class  I  milk.  No 
obligation  shall  apply  to  Class  I  milk 
transferred  to  a  pool  plant  or  an  other 
order  plant  if  such  Class  I  utilization  is 
assigned  to  receipts  at  the  partially  reg¬ 
ulated  distributing  plant  from  pool  plants 
and  other  order  plants  at  which  such 
milk  was  classified  and  priced  as  Class  I 
milk.  There  shall  be  included  in  the  obli¬ 
gation  so  computed  a  charge  in  the 
amount  specified  in  §  1133.60(e),  and  a 
credit  in  the  amount  specified  in  §  1103.- 
71(b)(2)  with  respect  to  receipts  from 
an  unregulated  supply  plant,  unless  an 
obligation  with  respect  to  such  plant  is 
computed  as  specified  below  in  this 
subparagraph. 

(ii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
and  provides  with  his  reports  pursuant  to 
§§  1133.30(b)  and  1133.31  similar  reports 
with  respect  to  the  operations  of  any 
other  nonpool  plant  which  serves  as  a 
supply  plant  for  such  partially  regulated 
distributing  plant  by  shipments  to  such 
plant  during  the  month  equivalent  to  the 
requirements  of  §  1133.7(b)  with  agree¬ 
ment  of  the  operator  of  such  plant  that 


the  market  administrator  may  examine 
the  books  and  records  of  such  plants  for 
purposes  of  verification  of  such  reports, 
there  will  be  added  the  amount  of  the  ob¬ 
ligation  computed  at  such  nonpool  sup¬ 
ply  plant  in  the  same  manner  and  sub¬ 
ject  to  the  same  conditions  as  for  the 
partially  regulated  distributing  plant. 

(2)  From  this  obligation  there  will  be 
deducted  the  sum  of  (i)  the  gross  pay¬ 
ments  made  by  such  handler  for  Grade 
A  milk  received  during  the  month  from 
dairy  farmers  at  such  plant  and  like 
payments  made  by  the  operator  of  a  sup¬ 
ply  plant  (s)  included  in  the  computa¬ 
tions  pursuant  to  subparagraph  (1)  of 
this  paragraph,  and  (ii)  any  payments  to 
the  producer-settlement  fund  of  another 
order  under  which  such  plant  is  also  a 
partially  regulated  distributing  plant. 

(b)  An  amount  computed  as  follows: 

(1)  Determine  the  respective  amounts 
of  skim  milk  and  butterfat  disposed  of  as 
Class  I  milk  route  disposition  in  the  mar¬ 
keting  area; 

(2)  Deduct  the  respective  amounts  of 
skim  milk  and  butterfat  received  at  the 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  de¬ 
ducted  under  a  similar  provision  of  an¬ 
other  order  issued  pursuant  to  the  Act; 
and 

(ii)  From  a  nonpool  plant  that  is  not 
an  other  order  plant  to  the  extent  that 
an  equivalent  amount  of  skim  milk  or 
butterfat  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
this  or  any  other  order  issued  pursuant 
to  the  Act  is  classified  and  priced  as  Class 
I  milk  and  is  not  used  as  an  offset  on  any 
other  payment  obligation  under  this  or 
any  other  order; 

(3)  Deduct  the  quantity  of  reconsti¬ 
tuted  skim  milk  in  fluid  milk  products 
disposed  of  as  route  disposition  in  the 
marketing  area; 

(4)  Combine  the  amounts  of  skim  milk 
and  butterfat  remaining  into  one  total 
and  determine  the  weighted  average  but¬ 
terfat  content;  and 

(5)  From  the  value  of  such  milk  at 
the  Class  I  price  applicable  at  the  loca¬ 
tion  of  the  nonpool  plant,  subtract  its 
value  at  the  weighted  average  price  ap¬ 
plicable  at  such  location  (not  to  be  less 
than  the  lowest  class  price  of  the  respec¬ 
tive  order)  and  add  for  the  quantity  of 
reconstituted  skim  milk  specified  in  sub- 
paragraph  (3)  of  this  paragraph  its  value 
computed  at  the  Class  I  price  applicable 
at  the  location  of  the  nonpool  plant  less 
the  value  of  such  skim  milk  at  the  lowest 
class  price  of  the  respective  order. 

§  1133.77  Adjustment  of  Accounts. 

Whenever  verification  by  the  market 
administrator  of  reports  or  payments  of 
any  handler  discloses  errors  resulting  in 
money  due  (a)  the  market  administrator 
from  such  handler,  (b)  such  handler 
from  the  market  administrator,  or  (c) 
any  producer  or  cooperative  association 
from  such  handler,  the  market  admin¬ 
istrator  shall  promptly  notify  such  han¬ 
dler  of  any  amount  so  due  and  payment 
thereof  shall  be  made  on  or  before  the 
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next  date  for  making  payments  set  forth 
in  the  provisions  under  which  such  error 
occurred  following  the  fifth  day  after 
such  notice. 

Administrative  Assessment  and 
Marketing  Service  Deduction 

§  1133.85  Assessment  for  order  admin¬ 
istration. 

As  his  pro  rata  share  of  the  expense 
of  administration  of  the  order,  each  han¬ 
dler  shall  pay  to  the  market  adminis¬ 
trator  on  or  before  the  14th  day  after 
the  end  of  the  month  5  cents  per  hun¬ 
dredweight  or  such  lesser  amount  as  the 
Secretary  may  prescribe,  with  respect 

(a)  to  producer  milk  (including  that 
classified  pursuant  to  §  1133.42(b)  and 
such  handler’s  own  farm  production), 

(b)  other  source  milk  allocated  to  Class 
I  pursuant  to  §  1133.44(a)  (3)  and  (7) 
and  the  corresponding  steps  of  §  1133.44 

(b)  except  such  other  source  milk  on 
which  no  handler  obligation  applies  pur¬ 
suant  to  §  1133.60(e),  and  (c)  Class  I 
route  disposition  in  the  marketing  area 
by  partially  regulated  distributing  plants 
that  exceeds  Class  I  milk: 

(1)  Received  during  the  month  at  such 
plant  from  pool  plants  and  other  order 
plants  that  is  not  used  as  an  offset  under 
a  similar  provision  of  another  order  pur¬ 
suant  to  the  Act;  and 

(2)  Specified  in  §  1133.76(b)  (2)  (ii). 

§  1133.86  Deductions  for  marketing 
services. 

(a)  Except  as  provided  in  paragraph 

(c)  of  this  section,  each  handler,  in  mak¬ 
ing  payments  to  producers  pursuant  to 
5  1133.73(b),  shall  deduct  5  cents  per 
hundredweight  of  milk,  or  such  lesser 
amount  as  the  Secretary  may  prescribe 
(other  than  with  respect  to  milk  of  such 
handler’s  own  production),  with  respect 
to  the  following: 

(1)  All  milk  received  from  producers 
at  a  plant  not  operated  by  a  cooperative 
association; 

(2)  All  milk  received  at  a  plant  oper¬ 
ated  by  a  cooperative  association  from 
producers  who  are  not  members  of  such 
association;  and 

(3)  All  milk  received  at  a  plant  oper¬ 
ated  by  a  cooperative  association  (s)  from 
producers  who  are  members  thereof  but 
for  whom  any  of  the  services  set 
forth  in  paragraph  (b)  of  this  section 
are  not  being  performed  by  such  associ¬ 
ation  (s),  as  determined  by  the  market 
administrator. 

(b)  The  deductions  made  pursuant  to 
paragraph  (a)  of  this  section  shall  be 
paid  to  the  market  administrator  on  or 
before  the  14th  day  after  the  end  of  each 
month.  Such  moneys  shall  be  expended 
by  the  market  administrator  for  the  veri¬ 
fication  of  weights,  sampling,  and  test¬ 
ing  of  milk  received  from  producers  and 
in  providing  for  market  information  to 
producers;  such  services  to  be  performed 
in  whole  or  in  part  by  the  market  ad¬ 
ministrator  or  by  an  agent  engaged  by 
and  responsible  to  him. 

(c)  In  the  case  of  each  producer  (1) 
who  is  a  member  of,  or  who  has  given 
written  authorization  for  the  rendering 
of  marketing  services  and  taking  of  de¬ 
duction  therefor  to,  a  cooperative  asso¬ 


ciation,  (2)  whose  milk  is  received  at  a 
plant  not  operated  by  such  association, 
and  (3)  for  whom  the  market  adminis¬ 
trator  determines  that  such  association 
is  performing  the  services  described  in 
paragraph  (b)  of  this  section,  each  han¬ 
dler  shall  deduct,  in  lieu  of  the  deduction 
specified  under  paragraph  (a)  of  this 
section,  from  the  payments  made  pursu¬ 
ant  to  §  1133.73(b) ,  the  amount  per  hun¬ 
dredweight  of  milk  authorized  by  such 
producer  and  shall  pay,  on  or  before  the 
16th  day  after  the  end  of  the  month,  such 
deduction  to  the  association  entitled  to 
receive  it  under  this  paragraph. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
001-674) 

Effective  date:  February  1, 1973.  N 

Signed  at  Washington,  D.C.,  on  De¬ 
cember  21, 1972. 

Richard  E.  Lyng, 
Assistant  Secretary. 

[FR  Doc.72-22381  Filed  12-28-72:8:49  am] 

Title  9— ANIMALS  AND 
ANIMAL  PRODUCTS 

Chapter  I — Animal  and  Plant  Health 
Inspection  Service,  Department  of 
Agriculture 

SUBCHAPTER  C— INTERSTATE  TRANSPORTATION 
OF  ANIMALS  (INCLUDING  POULTRY)  AND  AN¬ 
IMAL  PRODUCTS;  EXTRAORDINARY  EMER¬ 
GENCY  REGULATION  OF  INTRASTATE  ACTIVI¬ 
TIES 

PART  82— EXOTIC  NEWCASTLE  DIS¬ 
EASE;  AND  PSITTACOSIS  OR  ORNI¬ 
THOSIS  IN  POULTRY 

Areas  Quarantined  and  Released 

Pursuant  to  the  provisions  of  sections 
1,  2,  3,  and  4  of  the  act  of  March  3,  1905, 
as  amended,  sections  1  and  2  of  the  act 
of  February  2,  1903,  as  amended,  sec¬ 
tions  4,  5,  6,  and  7  of  the  act  of  May  29, 
1884,  as  amended,  and  sections  3  and 
11  of  the  act  of  July  2,  1962  (21  U.S.C. 
Ill,  112,  113,  115,  117,  120,  123,  124,  125, 
126,  134b,  134f) ,  Part  82  Title  9,  Code 
of  Federal  Regulations,  is  hereby 
amended  in  the  following  respects: 

In  §82.3,  in  paragraph  (a)(1)  relat¬ 
ing  to  the  State  of  California,  subdivi¬ 
sion  (iii)  relating  to  San  Bernardino 
and  Riverside  Counties  is  amended,  and 
in  subdivision  (v)  relating  to  Los  Angeles 
Couhty  a  new  (a)  is  added,  to  read: 

§  82.3  Areas  quarantined. 

(a)  *  *  * 

(1)  California.  *  *  * 

(iii)  That  portion  of  San  Bernardino 
and  Riverside  Counties  bounded  by  a 
line  beginning  at  the  junction  of  the 
San  Bernardino-Los  Angeles  County 
line  and  the  dividing  line  between  T. 
2  N.  and  T.  1  N.  of  the  San  Bernardino 
Baseline;  thence,  following  the  dividing 
line  between  T.  2  N.  and  T.  1  N.  in  an 
easterly  direction  to  the  San  Bernardino 
Meridian  in  San  Bernardino  County; 
thence,  following  the  San  Bernardino 
Meridian  in  a  southerly  direction  to  the 
San  Bemardino-Riverside  County  line; 


thence,  following  the  San  Bemardino- 
Riverside  County  line  in  an  easterly  di¬ 
rection  to  the  dividing  line  between  R. 
1  E.  and  R.  2  E.  of  the  San  Bernardino 
Meridian  in  San  Bernardino  County; 
thence,  following  the  dividing  line  be¬ 
tween  R.  1  E.  and  R.  2  E.  in  a  southerly 
direction  to  the  dividing  line  between  T. 
3  S.  and  T.  4  S.  of  the  San  Bernardino 
Baseline;  thence,  following  the  dividing 
line  between  T.  3  S.  and  T.  4  S.  of  the 
San  Bernardino  Baseline  in  a  westerly 
direction  to  the  dividing  line  between  R. 
1  W.  and  R.  2  W.  of  the  San  Bernardino 
Meridian;  thence,  following  the  dividing 
line  between  R.  1  W.  and  R.  2  W.  of  the 
San  Bernardino  Meridian  in  a  northerly 
direction  to  the  San  Timoteo  Canyon 
Road;  thence,  following  the  southern 
edge  of  the  San  Timoteo  Canyon  Road 
in  a  westerly,  then  northerly  direc¬ 
tion  to  the  Riverside-San  Bernardino 
County  line;  thence,  following  the  River¬ 
side-San  Bernardino  County  line  in  a 
westerly  direction  to  the  western  edge 
of  U.S.  Highway  395;  thence,  following 
the  western  edge  of  US.  Highway  395 
in  a  southwesterly,  then  southeasterly 
direction  to  Van  Buren  Boulevard; 
thence,  following  the  southern  edge  of 
Van  Buren  Boulevard  in  a  westerly,  then 
northerly  direction  to  California  State 
Highway  91;  thence,  following  the 
southern  edge  of  California  State  High¬ 
way  91  in  a  southwesterly  direction  to 
the  Riverside-Orange  County  line; 
thence,  following  the  Riverside-Orange 
County  line  in  a  northwesterly  direction 
to  the  San  Bemardino-Orange-Riverside 
County  lines;  thence,  following  the  San 
Bernardino-Orange  County  line  in  a 
northwesterly  direction  to  the  San  Ber¬ 
nardino-Los  Angeles  County  line; 
thence,  following  the  San  Bernardino- 
Los  Angeles  County  line  in  a  northerly 
direction  to  its  junction  with  the  divid¬ 
ing  line  between  T.  2  N.  and  T.  1  N.  of 
the  San  Bernardino  Baseline. 

***** 

(v)  The  following  areas  in  Los  Angeles 
County: 

(a)  The  premises  of  S.  J.  Baer,  1297 
Hacienda  Boulevard,  La  Habra,  CA. 

•  *  *  •  * 

(Secs.  4-7,  23  Stat.  32,  as  amended;  secs.  1 
and  2,  32  Stat.  791-792,  as  amended:  secs. 
1-4,  33  Stat.  1264,  1265,  as  amended;  secs.  3 
and  11,  76  Stat.  130,  132;  21  U.S.C.  111-113, 
115,  117,  120,  123-126,  134b,  134f;  29  F.R. 
16210,  as  amended,  36  F.R.  20707,  21529,  21530, 
37  F.R.  6327,  6505.) 

Effective  date.  The  foregoing  amend¬ 
ments  shall  become  effective  upon  is¬ 
suance. 

The  amendments  quarantine  an  addi¬ 
tional  portion  of  Los  Angeles  County  in 
California  because  of  the  existence  of 
exotic  Newcastle  disease.  Therefore,  the 
restrictions  pertaining  to  the  interstate 
movement  of  poultry,  mynah  and  psit- 
tacine  birds,  and  birds  of  all  other  species 
under  any  form  of  confinement,  and  their 
carcasses  and  parts  thereof,  and  certain 
other  articles  from  quarantined  areas,  as 
contained  in  9  CFR  Part  82,  as  amended, 
apply  to  the  quarantined  area. 

The  amendments  exclude  portions  of 
San  Bernardino  and  Riverside  Counties 
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in  California  from  the  areas  quarantined 
because  of  exotic  Newcastle  disease. 
Therefore,  the  restrictions  pertaining  to 
the  interstate  movement  of  poultry, 
mynah  and  psittacine  birds,  and  birds  of 
all  other  species  under  any  form  of  con¬ 
finement,  and  their  carcasses  and  parts 
thereof,  and  certain  other  articles  from 
quarantined  areas,  as  contained  in  9  CFR 
Part  82,  as  amended,  will  not  apply  to  the 
excluded  areas. 

The  amendments  impose  certain  re¬ 
strictions  necessary  to  prevent  the  inter¬ 
state  spread  of  exotic  Newcastle  disease, 
a  communicable  disease  of  poultry,  and 
must  be  made  effective  immediately  to 
accomplish  their  purpose  in  the  public 
interest.  The  amendments  relieve  certain 
restrictions  presently  imposed  but  no 
longer  deemed  necessary  to  prevent  the 
spread  of  exotic  Newcastle  disease,  and 
must  be  made  effective  immediately  to 
be  of  maximum  benefit  to  the  affected 
persons.  It  does  not  appear  that  public 
participation  in  this  rule  making  pro¬ 
ceeding  would  make  additional  relevant 
information  available  to  the  Department. 

Accordingly,  under  the  administrative 
procedure  provisions  in  5  U.S.C.  553,  it 
is  found  upon  good  cause  that  notice  and 
other  public  procedure  with  respect  to 
the  amendments  are  impracticable,  un¬ 
necessary  and  contrary  to  the  public  in¬ 
terest,  and  good  cause  is  found  for  mak¬ 
ing  them  effective  less  than  30  days  after 
publication  in  the  Federal  Register. 

Done  at  Washington,  D.C.,  this  22d  day 
of  December  1972. 

G.  H.  Wise, 

Acting  Administrator,  Animal 
and  Plant  Health  Inspection 
Service. 

IFR  Doc.72-22403  Filed  12-28-72;8:50  am] 


PART  82— EXOTIC  NEWCASTLE  DIS¬ 
EASE;  AND  PSITTACOSIS  OR  ORNI¬ 
THOSIS  IN  POULTRY 

Relief  of  Restrictions 

On  November  1,  1972,  there  was  pub¬ 
lished  in  the  Federal  Register  <37  F.R. 
23275) ,  a  notice  of  proposed  rule  making 
with  respect  to  proposed  relief  of  re¬ 
strictions  on  the  interstate  movement  of 
birds  under  the  regulations  contained  in 
Part  82,  Title  9,  Code  of  Federal  Regu¬ 
lations.  After  due  consideration  of  all 
relevant  material,  including  that  sub¬ 
mitted  in  connection  with  such  notice, 
and  pursuant  to  the  provisions  of  sections 
1,  2,  3,  and  4  of  the  Act  of  March  3,  1905, 
as  amended,  sections  1  and  2  of  the  Act 
of  February  2,  1903,  as  amended,  sections 
4,  5,  6,  and  7  of  the  Act  of  May  29,  1884, 
as  amended,  and  sections  3  and  11  of  the 
Act  of  July  2,  1962  (21  U.S.C.  Ill,  112, 
113,  115,  117,  120,  123,  124,  125,  126,  134b, 
134f)  said  Part  82  is  hereby  amended  in 
the  following  respects : 

In  §  82.4,  paragraph  (c)  is  redesignated 
as  paragraph  (d) ,  and  a  new  paragraph 
(c)  is  added  to  read; 

§  82.4  Restrictions  on  interstate  move¬ 
ment  from  quarantined  areas. 

(c)  A  lot  consisting  of  no  more  than 
two  psittacine  or  mynah  birds  or  birds 


of  any  other  species,  which  are  not 
known  to  be  affected  with  or  exposed  to 
any  communicable  disease  of  poultry, 
which  are  caged  and  are  personal  pets 
may  be  moved  interstate  by  the  owner 
thereof  from  any  quarantined  area,  if 
(1)  prior  to  such  movement,  the  owner 
of  such  birds  signs  and  furnishes  to  a 
Federal  inspector  in  the  State  of  origin 
of  the  movement3  a  notarized  declara¬ 
tion  under  oath  or  affirmation  stating 
that  the  birds  have  been  in  his  posses¬ 
sion  for  a  minimum  of  90  days  preceding 
the  interstate  movement,  that  such  birds 
have  not  shown  any  signs  of  illness  dur¬ 
ing  that  period,  and  that  such  birds  have 
not  been  in  contact  with  poultry  or  other 
birds  (including  association  with  any 
other  birds  at  exhibitions  or  in  aviaries) 
in  the  quarantined  area  during  that  pe¬ 
riod;  (2)  prior  to  such  movement,  the 
owner  signs  an  agreement3  on  a  form 
obtainable  from  a  Federal  inspector  in 
the  State  of  origin  of  the  movement3 
stating  that  the  birds  will  be  maintained 
in  his  personal  possession  separate  and 
apart  from  all  poultry  or  other  birds,  in 
a  place  approved  by  the  Deputy  Admin¬ 
istrator,  at  destination,  for  a  minimum 
of  30  days  following  such  interstate 
movement  and  until  released  by  a  Fed¬ 
eral  or  State  inspector  of  the  State  of 
destination; ::  that  the  birds  will  be  made 
available  for  health  inspection  by  a  Fed¬ 
eral  or  State  inspector,  or  both,  upon  re¬ 
quest  until  so  released,  and  that  Federal 
or  State  officials  of  the  State  of  destina¬ 
tion  3  will  be  immediately  notified  if  any 
signs  of  disease  are  noted  in  any  of  the 
birds  or  any  of  the  birds  die  during  that 
period;  and  (3)  there  is  compliance  with 
the  terms  of  such  agreement. 

***** 
(Secs.  4-7,  23  Stat.  32,  as  amended;  secs.  1 
and  2,  32  Stat.  791-792,  as  amended;  secs.  1-4, 
33  Stat.  1264,  1265,  as  amended;  secs.  3  and 
11,  76  Stat.  130,  132;  21  U.S.C.  111-113,  115, 
117,  120,  121,  123-126,  134b,  134f;  29  F.R. 
16210,  as  amended,  36  F.R.  20707,  21529, 
21530,  37  F.R.  6327,  6505) 

Effective  date.  The  amendments  shall 
become  effective  upon  publication  in  the 
Federal  Register  (12-29-72). 

The  amendments  permit  the  interstate 
movement  of  not  more  than  two  personal 
pet  birds  from  quarantined  areas  under 
conditions  specified  to  prevent  the  spread 
of  poultry  disease,  including  the  require¬ 
ment  of  no  contact  with  poultry  or  other 
birds  for  90  days  preceding  movement 
interstate  and  the  requirement  of  isola¬ 
tion  for  30  days  following  such  move¬ 
ment.  The  amendments  set  forth  above 


1  Information  as  to  the  location  of  such  In¬ 
spectors  can  be  obtained  from  the  Deputy 
Administrator,  Veterinary  Services,  Animal 
and  Plant  Health  Inspection  Service,  U.S. 
Department  of  Agriculture,  Washington,  D.C. 
20250. 

* Owners  will  be  provided  a  copy  of  the 
agreement  containing  the  name  and  address 
of  the  appropriate  Federal  and  State  officials 
of  the  State  of  destination.  Animal  Health 
officials  in  States  of  destination  of  pet  birds 
to  be  moved  from  a  quarantined  area  will  be 
immediately  notified  by  the  Federal  official  In 
the  originating  State  when  sufih  movement 
Into  the  particular  State  Is  made  under  a 
declaration  furnished  to  such  Federal  official. 


are  the  same  as  those  proposed  in  the 
notice  of  proposed  rule  making. 

The  amendments  relieve  certain  re¬ 
strictions  presently  imposed  but  no 
longer  deemed  necessary  to  prevent  the 
spread  of  exotic  Newcastle  disease,  and 
must  be  made  effective  immediately  to  be 
of  maximum  benefit  to  affected  persons. 
Accordingly,  under  the  administrative 
procedure  provisions  in  5  U.S.C.  553,  good 
cause  is  found  for  making  them  effective 
less  than  30  days  after  publication  in  the 
Federal  Register. 

Done  at  Washington,  D.C.,  this  21st 
day  of  December,  1972. 

G.  H.  Wise, 

Acting  Administrator,  Animal 
and  Plant  Health  Inspection  Service. 
[FR  Doc.72-22404  Filed  12-28-72;8:49  am.] 


Title  10— ATOMIC  ENERGY 

Chapter  I — Atomic  Energy 
Commission 

PART  2— RULES  OF  PRACTICE 

Authority  of  Atomic  Safety  and  Licens¬ 
ing  Board  to  Rule  on  Certain  Petitions 

Section  191  of  the  Atomic  Energy  Act 
of  1954,  as  amended  (42  U.S.C.  section 
2011  et  seq.)  provides  for  the  establish¬ 
ment  of  atomic  safety  and  licensing 
boards  to  conduct  hearings  and  make 
initial  decisions  with  respect  to  the 
granting,  suspending,  revoking,  or 
amending  of  licenses  or  authorizations 
under  the  Atomic  Energy  Act  and  other 
law.  This  includes  proceedings  to  con¬ 
sider  applications  for  construction  per¬ 
mits  or  operating  licenses  for  production 
or  utilization  facilities. 

Under  the  existing  rules  of  practice 
(10  CFR  Part  2),  a  proceeding  for  a 
construction  permit  for  a  facility  is  ini¬ 
tiated  by  the  issuance  of  a  notice  of  hear¬ 
ing  signed  by  the  Secretary  of  the 
Commission,  after  the  application  has 
been  docketed.  Any  petitions  for  inter¬ 
vention  or  limited  appearance  filed  with 
the  Commission  are  ruled  on  by  the 
atomic  safety  and  licensing  board  desig¬ 
nated  to  preside  over  the  hearing,  gener¬ 
ally  at  a  special  prehearing  conference 
held  within  sixty  (60)  days  after  the 
notice  of  hearing  has  been  published.  In 
contrast,  a  proceeding  for  an  operating 
license  for  a  facility  starts  with  a  notice 
of  consideration  of  issuance  of  facility 
operating  license  and  opportunity  for 
hearing.  In  such  proceedings,  any  peti¬ 
tions  for  intervention  and  hearing  are 
ruled  on  by  the  Commission.  Where  war¬ 
ranted,  the  Commission  orders  a  hearing 
and  issues  a  notice  of  hearing. 

The  Commission  has  amended  its  rules 
of  practice  to  permit  atomic  safety  and 
licensing  boards  to  assume  the  function 
of  ruling  on  petitions  for  intervention 
and  hearing  in  operating  license  proceed¬ 
ings.  This  function  may  be  exercised 
either  by  a  board  designated  for  a  par¬ 
ticular  operating  license  proceeding  or 
by  a  board  designated  to  rule  on  such  pe¬ 
titions.  If  the  board  orders  a  hearing,  it 
will  issue  an  appropriate  notice  stating 
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the  nature  of  the  hearing,  the  issues  to 
be  considered,  and  any  other  matter 
which  the  board  considers  to  be  appro¬ 
priate. 

Appeals  from  licensing  board  rulings 
on  petitions  for  intervention  and/or 
hearing  in  construction  permit  or  operat¬ 
ing  license  proceedings  are  permitted  in 
specified  circumstances.  Any  board  order 
wholly  denying  a  petition  for  interven¬ 
tion  and/or  hearing  is  appealable  by  the 
petitioner  on  the  question  whether  the 
petition  and/or  hearing  request  should 
have  been  granted  in  whole  or  in  part. 
Any  board  order  granting  a  petition  for 
intervention  and/or  hearing  is  appeal- 
able  by  a  party  other  than  the  petitioner 
on  the  question  whether  the  petition 
and/or  request  for  a  hearing  should  have 
been  wholly  denied.  Any  appeal  must  be 
made  within  5  days  of  the  appealable 
order. 

Since  the  amendments  which  follow 
relate  solely  to  matters  of  internal  man¬ 
agement,  and  are  procedural  rather 
than  substantive,  general  notice  of  pro¬ 
posed  rule  making  and  public  procedure 
thereon  are  not  required  by  section  553 
of  title  5  of  the  United  States  Code. 

Pursuant  to  the  Atomic  Energy  Act  of 
1954,  as  amended,  and  sections  552  and 
553  of  title  5  of  the  United  States  Code, 
the  following  revisions  to  Title  10,  Chap¬ 
ter  1,  Code  of  Federal  Regulations,  Part 
2,  are  published  as  a  document  subject  to 
codification,  to  be  effective  upon  publica¬ 
tion  in  the  Federal  Register  (12-29-72). 

1.  The  second  sentence  of  §  2.105(e)  is 
amended  to  read  as  follows: 

§  2.105  Notice  of  proposed  action. 
***** 

(e)  *  *  *  If  a  request  for  a  hearing 
and/or  a  petition  for  leave  to  intervene 
is  filed  within  the  time  prescribed  in  the 
notice,  the  Commission  or  an  atomic 
safety  and  licensing  board  designated  by 
the  Commission  or  by  the  Chairman  of 
the  Atomic  Safety  and  Licensing  Board 
Panel  will  rule  on  the  request  and/or 
petition  and  the  Secretary  or  the  desig¬ 
nated  atomic  safety  and  licensing  board 
will  issue  a  notice  of  hearing  or  an 
appropriate  order. 

***** 

2.  Section  2.700  is  amended  to  read  as 
follows: 

§  2.700  Scope  of  subpart. 

The  general  rules  in  this  subpart  gov¬ 
ern  procedure  in  all  adjudications  ini¬ 
tiated  by  the  issuance  of  an  order  to 
show  cause,  an  order  pursuant  to  §  2.205 
(e),  a  notice  of  hearing,  or  a  notice  of 
proposed  action  issued  pursuant  to 
§  2.105. 

3.  The  first  sentence  of  §  2.702  is 
amended  to  read  as  follows: 

§  2.702  Docket. 

The  Secretary  will  maintain  a  docket 
for  each  proceeding  subject  to  this  part, 
commencing  with  the  issuance  of  the  ini¬ 
tial  notice  of  hearing,  notice  of  consid¬ 
eration  of  issuance  of  facility  operating 


license  or  other  proposed  action  specified 
in  §  2.105,  or  order  to  show  cause. 

.  4.  In  §  2.714,  the  introductory  lan¬ 
guage  in  paragraphs  (a)  and  (d),  and 
the  language  of  paragraph  (e)  are 
amended  to  read  as  follows: 

§  2.714  Intervention. 

(a)  Any  person  whose  interest  may  be 
affected  by  a  proceeding  and  who  de¬ 
sires  to  participate  as  a  party  shall  file 
a  written  petition  under  oath  or  affirma¬ 
tion  for  leave  to  intervene.  In  a  proceed¬ 
ing  noticed  pursuant  to  §  2.105,  any  per¬ 
son  whose  interest  may  be  affected  may 
also  request  a  hearing.  Any  petition  and/ 
or  request  shall  be  accompanied  by  a 
supporting  affidavit  identifying  the  spe¬ 
cific  aspect  or  aspects  of  the  subject 
matter  of  the  proceeding  as  to  which  he 
wishes  to  intervene  and/or  on  which  he 
bases  his  request  for  a  hearing,  and  set¬ 
ting  forth  with  particularity  both  the 
facts  pertaining  to  his  interest  and  the 
basis  for  his  contentions  with  regard  to 
each  aspect  on  which  he  desires  to  inter¬ 
vene.  The  petition  and/or  request  shail 
be  filed  not  later  than  the  Jtime  specified 
in  the  notice  of  hearing,  or  as  provided 
by  the  Commission,  the  presiding  officer, 
or  the  atomic  safety  and  licensing  board 
designated  to  rule  on  the  petition  and/ 
or  request,  except  as  provided  in  §  2.102 
(d)(3).  Non  timely  filings  will  not  be  en¬ 
tertained  absent  a  determination  by  the 
Commission,  the  presiding  officer  or  the 
atomic  safety  and  licensing  board  desig¬ 
nated  to  rule  on  the  petition  and/or  re¬ 
quest  that  the  petitioner  has  made  a 
substantial  showing  of  good  cause  for 
failure  to  file  on  time,  and  with  particu¬ 
lar  reference  to  the  following  factors  in 
addition  to  those  set  out  in  paragraph 
(d)  of  this  section: 

***** 

(d)  The  Commission,  the  presiding  of¬ 
ficer  or  the  atomic  safety  and  licensing 
board  designated  to  rule  on  petitions  to 
intervene  and/or  requests  for  hearing 
shall,  in  ruling  on  a  petition  for  leave  to 
intervene,  consider  the  following  factors, 
among  other  things: 

***** 

(e)  An  order  permitting  intervention 
and/or  directing  a  hearing  may  be 
conditioned  on  such  terms  as  the  Com¬ 
mission,  presiding  officer  or  the  desig¬ 
nated  atomic  safety  and  licensing  board 
may  direct  in  the  interests  of:  (1)  Re¬ 
stricting  irrelevant,  duplicative,  or  re¬ 
petitive  evidence' and  argument,  (2)  hav¬ 
ing  common  interests  represented  by  a 
spokesman,  and  (3)  retaining  authority 
to  determine  priorities  and  control  the 
compass  of  the  hearing. 

*  *  *  *  • 

5.  A  new  §  2.714a  is  added  to  read  as 
follows: 

§  2.714a  Appeals  from  certain  rulings 

on  petitions  for  leave  to  intervene 

and/or  requests  for  hearing. 

(a)  Notwithstanding  the  provisions  of 
§  2.730(f),  an  order  of  the  presiding  of¬ 
ficer  or  the  atomic  safety  and  licensing 


board  designated  to  rule  on  petitions  for 
leave  to  intervene  and/or  requests  for 
hearing  may  be  appealed,  in  accordance 
with  the  provisions  of  this  section,  to  the 
Atomic  Safety  and  Licensing  Appeal 
Board  within  five  (5)  days  after  service 
of  the  order.  The  appeal  shall  be  as¬ 
serted  by  the  filing  of  a  notice  of  appeal 
and  accompanying  supporting  brief.  Any 
other  party  may  file  a  brief  in  support 
of  or  in  opposition  to  the  appeal  within 
five  (5)  days  after  service  of  the  appeal. 
No  other  appeals  from  rulings  on  peti¬ 
tions  and/or  requests  for  hearing  shall 
be  allowed. 

(b)  An  order  wholly  denying  a  peti¬ 
tion  for  leave  to  intervene  and/or  re¬ 
quest  for  a  hearing  is  appealable  by  the 
petitioner  on  the  question  whether  the 
petition  and/or  hearing  request  should 
have  been  granted  in  whole  or  in  part. 

(c)  An  order  granting  a  petition  for 
leave  to  intervene  and/or  request  for  a 
hearing  is  appealable  by  a  party  other 
than  the  petitioner  on  the  question 
whether  the  petition  and/or  the  request 
for  a  hearing  should  have  been  wholly 
denied. 

6.  The  third  sentence  of  §  2.717(a)  is 
amended  to  read  as  follows : 

§  2.717  Commencement  and  termination 
of  jurisdiction  of  presiding  officer. 

(a)  *  *  *  A  proceeding  is  deemed  to 
commence  when  a  notice  of  hearing  or  a 
notice  of  proposed  action  pursuant  to 
§  2.105  is  issued. 

*  *  *  *  * 

7.  Section  2.721(a)  is  amended  to  read 
as  follows: 

§  2.721  Atomic  safely  and  licensing 
boards. 

(a)  The  Commission  or  the  Chairman 
of  the  Atomic  Safety  and  Licensing 
Board  Panel  may  from  time  to  time  es¬ 
tablish  one  or  more  atomic  safety  and 
licensing  boards,  each  comprised  of  three 
members,  one  of  whom  will  be  qualified 
in  the  conduct  of  administrative  proceed¬ 
ings  and  two  of  whom  shall  have  such 
technical  or  other  qualifications  as  the 
Commission  or  the  Chairman  of  the 
Atomic  Safety  and  Licensing  Board 
Panel  deems  appropriate  to  the  issues  to 
be  decided,  to  preside  in  such  proceed¬ 
ings  for  granting,  suspending,  revoking, 
or  amending  licenses  or  authorizations  as 
the  Commission  may  designate,  and  to 
perform  such  other  adjudicatory  func¬ 
tions  as  the  Commission  deems  appropri  - 
ate.  The  members  of  an  atomic  safety 
and  licensing  board  shall  be  designated 
from  the  Atomic  Safety  and  Licensing 
Board  Panel  established  by  the  Commis¬ 
sion. 

(Sec.  161,  68  Stat.  948,  42  U.S.C.  2201) 

Dated  at  Germantown,  Md.,  this  19 ill 
day  of  December,  1972. 

For  the  Atomic  Energy  Commission. 

Paul  C.  Bender, 
Secretary  of  the  Commission. 

[FR  Doc.72-22335  Filed  12-28-72;8:47  am] 
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Title  21— FOOD  AND  DRUGS 

Chapter  II — Bureau  of  Narcotics  and 

Dangerous  Drugs,  Department  of 

Justice 

PART  301— REGISTRATION  OF  MAN¬ 
UFACTURERS,  DISTRIBUTORS,  AND 

DISPENSERS  OF  CONTROLLED  SUB¬ 
STANCES 

Schedule  I  Substances;  Research 
Applications  and  Protocols 

A  notice  was  published  in  the  Federal 
Register  of  November  9,  1972  (37  F.R. 
23842)  proposing  new  regulations  gov¬ 
erning  the  procedures  for  submitting 
and  processing  applications  to  conduct 
research  with  Schedule  I  controlled  sub¬ 
stances.  One  comment  was  received, 
from  three  professors  of  microbiology  at 
the  University  of  Montana,  who  urged 
the  deletion  of  the  words  “and  indication 
of  an  approved  funded  grant”  from  the 
material  to  be  included  in  the  research 
protocol  (§  301.33(a)  (3)  (iv) ).  They  ar¬ 
gue  that  much  research  is  funded  by' 
other  than  direct  grants  and  interpret  the 
language  as  forbidding  such  research. 
The  Bureau  did  not  intend  this  inter¬ 
pretation;  rather,  the  proposal  language 
was  designed  to  notify  BNDD  and  the 
FDA  when  a  grant  wras  involved.  To 
clarify  this,  the  words  “if  any”  have 
been  added  at  the  end  of  the  language 
cited. 

Through  oversight,  one  element  was 
omitted  from  the  framework  of  the  pro¬ 
tocol.  Section  301.22(b)(3)  permits  a 
person  registered  to  conduct  research  as 
a  Schedule  I  controlled  substance  to 
manufacture  or  import  that  substance 
“if  and  to  the  extent  that  such  manu¬ 
facture  is  set  forth  in  the  research  proto¬ 
col.”  To  provide  a  proper  location  for 
including  this  information.  §  301.33(a) 
(2)  is  revised  by  the  addition  of  a  para¬ 
graph  (vii)  wrhich  reads;  “(vii)  If  the 
investigator  desires  to  manufacture  or 
import  any  controlled  substance  listed 
in  paragraph  (iii),  a  statement  of  the 
quantity  to  be  manufactured  or  imported 
and  the  sources  of  the  chemicals  to  be 
used  or  the  substance  to  be  imported.” 

Under  the  authority  vested  in  the  At¬ 
torney  General  by  sections  301,  302<f) 
and  501(b)  of  the  Comprehensive  Drug 
Abuse  Prevention  and  Control  Act  of  1970 
(21  U.S.C.  821,  822(f),  and  871 « b )  ),  and 
redelegated  to  the  Director  of  the  Bureau 
of  Narcotics  and  Dangerous  Drugs  by 
§  0.100  of  Title  28  of  the  Code  of  Federal 
Regulations,  the  Director  hereby  orders 
that  Part  301  of  Title  21  of  the  Code  of 
Federal  Regulations  be  amended  as  fol¬ 
lows: 

1.  By  amending  §  301.32(a)  (6)  to  read 
as  follows: 

§  301.32  Application  forms;  contents 
signature. 

(а)  *  •  * 

(б)  To  conduct  research  with  con¬ 
trolled  substances  listed  in  schedule  I, 
he  shall  apply  on  BNDD  Form  225,  with 
three  copies  of  a  research  protocol  as 
described  in  §  301.33(a)  attached  to  the 
form,  or,  in  the  case  of  a  clinical  investi¬ 


gation,  with  three  copies  of  a  certificate 
of  submission  of  an  IND  as  described  in 
§  301.33(b)  attached  to  the  form  (the  re¬ 
searcher  also  submitting  to  the  Food  and 
Drug  Administration .  three  copies  of  a 
Notice  of  Claimed  Investigational  Ex¬ 
emption  for  a  New  Drug  as  required  in 
§  301.33(b)); 

♦  *  *  •  * 

2.  By  adopting  a  new  §  301.33  to  read 
as  follows: 

§  301.33  Research  protocols. 

(a)  A  protocol  to  conduct  research 
with  controlled  substances  listed  in 
Schedule  I  shall  be  in  the  following  form 
and  contain  the  following  information 
where  applicable: 

(1)  Investigator: 

(1)  Name,  address,  and  BNDD  regis¬ 
tration  number;  if  any. 

(ii)  Institutional  affiliation. 

(iii)  Qualifications,  including  a  cur¬ 
riculum  vitae  and  an  appropriate  bib¬ 
liography  (list  of  publications). 

(2)  Research  project: 

(i)  Title  of  project. 

( ii )  Statement  of  the  purpose. 

(iii)  Name  of  the  controlled  sub¬ 
stances  or  substances  involved  and  the 
amount  of  each  needed. 

(iv)  Description  of  the  research  to  be 
conducted,  including  the  number  and 
species  of  research  subjects,  the  dosage 
to  be  administered,  the  route  and  method 
of  administration,  and  the  duration  of 
the  project. 

(v)  Location  where  the  research  will 
be  conducted. 

(vi)  Statement  of  the  security  provi¬ 
sions  for  storing  the  controlled  sub¬ 
stances  (in  accordance  with  §  301.75) 
and  for  dispensing  the  controlled  sub¬ 
stances  in  order  to  prevent  diversion. 

(vii)  If  the  investigator  desires  to 
manufacture  or  import  any  controlled 
substance  listed  in  subdivision  (iii)  of 
this  subparagraph,  a  statement  of  the 
quantity  to  be  manufactured  or  imported 
and  the  sources  of  the  chemicals  to  be 
used  or  the  substance  to  be  imported. 

(3)  Authority: 

(i)  Institutional  approval. 

(ii)  Approval  of  a  Human  Research 
Committee  for  human  studies. 

(iii)  Indication  of  an  approved  active 
Notice  of  Claimed  Investigational 
Exemption  for  a  New  Drug  (number). 

(iv)  Indication  of  an  approved  funded 
grant  (number) ,  if  any. 

(b)  In  the  case  of  a  clinical  investiga¬ 
tion  with  controlled  substances  listed  in 
Schedule  I,  the  applicant  shall  submit 
three  copies  of  a  Notice  of  Claimed  In¬ 
vestigational  Exemption  for  a  New  Drug 
(IND)  together  with  a  statement  of  the 
security  provisions  (as  prescribed  in 
paragraph  (a)(2)(v)  of  this  section  for 
a  research  protocol)  to,  and  have  such 
submission  approved  by,  the  Food  and 
Drug  Administration  as  required  in  21 
U.S.C.  355 (i)  and  §  130.3  of  this  title. 
Submission  of  this  Notice  and  statement 
to  the  Food  and  Drug  Administration 
shall  be  in  lieu  of  a  research  protocol 
to  the  Bureau  as  required  in  paragraph 
(a)  of  this  section.  The  applicant,  when 
applying  for  registration  with  the  Bu¬ 
reau,  shall  indicate  that  such  notice  has 


been  submitted  to  the  Food  and  Drug 
Administration  by  submitting  to  the  Bu¬ 
reau  with  his  BND  Form  225  three  copies 
of  the  following  certificate: 

I  hereby  certify  that  on _ _  pursuant 

(Date) 

to  21  U.S.C.  355(i)  and  21  CFR  130.3, 

I, . . . . 

(Name  and  Address  of  IND  Sponsor) 
submitted  a  Notice  of  Claimed  Investiga¬ 
tional  Exemption  for  a  New  Drug  (IND)  to 
the  Food  and  Drug  Administration  for: 

(Name  of  Investigational  Drug) 


(Date) 


Signature  of  Applicant 

(c)  In  the  event  that  the  registrant 
desires  to  increase  the  quantity  of  a  con¬ 
trolled  substance  used  for  an  approved 
research  project,  he  shall  submit  a  re¬ 
quest  to  the  Registration  Branch,  Bureau 
of  Narcotics  and  Dangerous  Drugs,  Post 
Office  Box  28083,  Central  Station,  Wash¬ 
ington,  D.C.  20005,  by  registered  mail, 
return  receipt  requested.  The  request 
shall  contain  the  following  information : 
BNDD  registration  number;  name  of  the 
controlled  substance  or  substances  and 
the  quantity  of  each  authorized  in  the 
approved  protocol;  and  the  additional 
quantity  of  each  desired.  Upon  return  of 
the  receipt,  the  registrant  shall  be  au¬ 
thorized  to  purchase  the  additional  quan¬ 
tity  of  the  controlled  substance  or  sub¬ 
stances  specified  in  the  request.  The  Bu¬ 
reau  shall  review  the  letter  and  forward 
it  to  the  Food  and  Drug  Administration 
together  with  the  Bureau  comments.  The 
Food  and  Drug  Administration  shall  ap¬ 
prove  or  deny  the  request  as  an  amend¬ 
ment  to  the  protocol  and  so  notify  the 
registrant.  Approval  of  the  letter  by  the 
Food  and  Drug  Administration  shall  au¬ 
thorize  the  registrant  to  use  the  addi¬ 
tional  quantity  of  the  controlled  sub¬ 
stance  in  the  research  project. 

<d)  In  the  event  the  registrant  desires 
to  conduct  research  beyond  the  varia¬ 
tions  provided  in  the  registrant’s  ap¬ 
proved  protocol  (excluding  any  increase 
in  the  quantity  of  the  controlled  sub¬ 
stance  requested  for  his  research  project 
as  outlined  in  paragraph  (c)  of  this  sec¬ 
tion),  he  shall  submit  three  copies  of  a 
supplemental  protocol  in  accordance  with 
paragraph  (a)  of  this  section  describing 
the  new  research  and  omitting  informa¬ 
tion  in  the  supplemental  protocol  which 
has  been  stated  in  the  original  protocol. 
Supplemental  protocols  shall  be  proc¬ 
essed  and  approved  or  denied  in  the 
same  manner  as  original  research  proto¬ 
cols. 

3.  By  deleting  §  301.42  in  its  entirety 
and  replacing  it  with  the  following: 

§  301.42  Action  on  applications  foivre- 
scarch  in  Schedule  I  substances. 

(a)  In  the  case  of  an  application  for 
registration  to  conduct  research  with 
controlled  substances  listed  in  Sched¬ 
ule  I,  the  Director  shall  process  the  appli¬ 
cation  and  protocol  and  forward  a  copy 
of  each  to  the  Secretary  within  7  days 
after  receipt.  The  Secretary  shall  deter¬ 
mine  the  qualifications  and  competency 
of  the  applicant,  as  well  as  the  merits 
of  the  protocol  (and  shall  notify  the 
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Director  of  his  determination)  within 
21  days  after  receipt  of  the  application 
and  complete  protocol,  except  that  in  the 
case  of  a  clinical  investigation,  the  Sec¬ 
retary  shall  have  30  days  to  make  such 
determination  and  notify  the  Director. 
The  Secretary,  in  determining  the  merits 
of  the  protocol,  shall  consult  with  the 
Director  as  to  effective  procedures  to 
safeguard  adequately  against  diversion 
of  such  controlled  substances  from  legiti¬ 
mate  medical  or  scientific  use. 

(b)  An  applicant  whose  protocol  is  de¬ 
fective  shall  be  notified  by  the  Secretary 
within  21  days  after  receipt  of  such  pro¬ 
tocol  from  the  Director  (or  in  the  case 
of  a  clinical  investigation  within  30 
days) ,  and  he  shall  be  requested  to  cor¬ 
rect  the  existing  defects  before  consid¬ 
eration  shall  be  given  to  his  submission. 

(c)  If  the  Secretary  determines  the 
applicant  qualified  and  competent  and 
the  research  protocol  meritorious,  he 
shall  notify  the  Director  in  writing  of 
such  determination.  The  Director  shall 
issue  a  certificate  of  registration  within 
10  days  after  receipt  of  this  notice,  un¬ 
less  he  determines  that  the  certificate  of 
registration  should  be  denied  on  a  ground 
specified  in  section  304(a)  of  the  Act  (21 
U.S.C.  824(a) ).  In  the  case  of  a  supple¬ 
mental  protocol,  a  replacement  certifi¬ 
cate  of  registration  shall  be  issued  by  the 
Director. 

(d)  If  the  Secretary  determines  that 
the  protocol  is  not  meritorious  and/or 
the  applicant  is  not  qualified  or  compe¬ 
tent,  he  shall  notify  the  Director  in  writ¬ 
ing  setting  forth  the  reasons  for  such 
determination.  If  the  Director  deter¬ 
mines  that  grounds  exist  for  the  denial 
of  the  application,  he  shall  within  10 
days  issue  an  order  to  show  cause  pur¬ 
suant  to  §  301.48  and,  if  requested  by  the 
applicant,  hold  a  hearing  on  the  appli¬ 
cation  pursuant  to  §  301.51.  If  the 
grounds  for  denial  of  the  application  in¬ 
clude  a  determination  by  the  Secretary, 
the  Secretary  or  his  duly  authorized 
agent  shall  furnish  testimony  and  docu¬ 
ments  pertaining  to  his  determination  at 
such  hearing. 

(e)  Supplemental  protocols  will  be 
processed  in  the  same  manner  as  original 
research  protocols.  If  the  processing  of 
an  application  or  research  protocol  is 
delayed  beyond  the  time  limits  imposed 
by  this  section,  the  applicant  shall  be 
so  notified  in  writing. 

Effective  date.  This  order  is  effective 
upon  the  date  of  its  publication  in  the 
Federal  Register  (12-29-72). 

Dated:  December  22, 1972. 

John  E.  Ingersoll, 
Director,  Bureau  of 
Narcotics  and  Dangerous  Drugs. 

|FR  Doc.72-22387  Filed  12-28-72:8:51  am] 


PART  304— RECORDS  AND  REPORTS 
OF  REGISTRANTS 

Information  Regarding  Controlled 
Substance  Transactions 

The  Bureau  of  Narcotics  and  Danger¬ 
ous  Drugs  has  responsibility  for  moni¬ 
toring  the  production  and  distribution 
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of  controlled  substances  in  the  United 
States,  and  for  establishing  quotas  on 
the  quantities  of  controlled  substances 
listed  in  Schedules  I  and  II  of  the  Com¬ 
prehensive  Drug  Abuse  Prevention  and 
Control  Act  of  1970.  In  order  to  do  this, 
the  Bureau  must  collect  considerable  in¬ 
formation  on  the  flow  of  controlled  sub¬ 
stances  among  registrants. 

At  the  present  time,  the  Bureau  relies 
on  summarized  reports  filed  by  manu¬ 
facturers  and  distributors  of  narcotic 
drugs,  a  system  established  in  the  former 
Federal  Bureau  of  Narcotics.  No  data  is 
collected  regularly  regarding  nonnar¬ 
cotic  controlled  substances.  In  March 
1971,  the  Bureau  proposed  extending  the 
narcotic  reporting  system  to  nonnarcotic 
drugs  (36  F.R.  4928,  March  13,  1971). 
Various  associations  of  manufacturers 
and  distributors  objected  to  this  pro¬ 
posal  and  the  Bureau  did  not  make  the 
change.  In  reaching  this  decision,  how¬ 
ever,  it  was  said  (36  F.R.  7776,  April  24, 
1971): 

The  Director  wishes  to  point  out  that 
these  requirements  are  Intended  to  continue 
existing  reporting  requirements  until  a  new 
system  of  reporting  that  more  fully  accords 
with  the  Act  can  be  designed  «nd  Imple¬ 
mented.  It  is  anticipated  that  this  will 
require  9  to  12  months  and  at  that  time 
§§  304.31-35  will  be  replaced. 

Soon  thereafter  the  Bureau  began  an 
ambitious  project  that  would  provide 
BNDD  with  detailed  information  regard¬ 
ing  every  transaction  in  a  controlled  sub¬ 
stance.  This  required  extensive  study  of 
the  feasibility  of  collecting  and  process¬ 
ing  this  data,  as  well  as  the  various  uses 
to  which  it  could  be  put.  Thus,  the  re¬ 
placement  of  the  narcotics  reporting  sys¬ 
tem  wras  delayed  beyond  the  9  to  12 
months  originally  anticipated. 

In  the  summer  of  1972,  the  Bureau  had 
sufficiently  outlined  its  new  program  to 
begin  discussions  with  affected  regis¬ 
trants.  The  Pharmaceutical  Manufac¬ 
turers’  Association  and  the  National 
Association  of  Pharmaceutical  Manufac¬ 
turers  jointly  sponsored  a  series  of 
seminars  with  selected  members,  repre¬ 
sentatives  of  various  pharmaceutical 
wholesaler  groups,  and  BNDD  to  discuss 
the  project.  On  September  18,  1972,  the 
Bureau  directly  mailed  to  each  registrant 
who  might  be  affected  by  the  new  system 
a  detailed  explanation  of  the  program, 
how  it  would  work,  and  how  it  might 
affect  them.  Further  meetings  w'ere  held, 
and  on  November  13,  1972,  a  second 
mailing  was  made  by  BNDD.  In  that 
mailing  was  included  a  draft  of  the  pro¬ 
posed  regulations  which  would  imple¬ 
ment  the  new  system.  Comments  were 
solicited  at  that  time. 

The  Director  has  determined,  in  light 
of  the  discussions  with  affected  regis¬ 
trants,  that  the  new  system  should  be 
implemented,  but  on  a  gradual  basis 
during  1973.  Each  affected  registrant  will 
be  contacted  during  the  next  12  months 
and  advised  as  to  the  date  on  which  he 
shall  commence  reporting  under  the  new 
system.  Until  a  registrant  is  incorporated 
into  the  new  system,  he  shall  continue 
to  file  information  on  narcotic  substances 
which  he  now  files. 
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The  new  system  will  require  reports 
from  manufacturers  regarding  produc¬ 
tion,  distributions,  and  annual  inven¬ 
tories  of  controlled  substances  listed  in 
Schedules  I  and  II  and  narcotic  con¬ 
trolled  substances  in  Schedules  III  and 
V,  and  reports  from  repackers,  relabelers, 
importers,  exporters,  and  distributors 
regarding  receipts,  distributions,  and 
annual  inventories  of  controlled  sub¬ 
stances  in  Schedules  I  and  II  and  nar¬ 
cotic  controlled  substances  in  Schedule 
III.  The  Director  finds  that  reports  on 
each  sale,  delivery,  or  other  disposal 
made  by  a  manufacturer  of  any  con¬ 
trolled  substance  may  be  required  under 
section  307(d)  of  the  Act  (21  U.S.C. 
826(d));  at  this  time,  however,  the  Di¬ 
rector  finds  that  the  Bureau  cannot  proc¬ 
ess  data  on  such  transactions  on  nonnar¬ 
cotic  controlled  substances  in  Schedules 
III.  IV,  and  V.  The  Director  finds  that  re¬ 
ports  on  each  sale,  delivery,  or  other  dis¬ 
posal  of  any  narcotic  controlled  sub¬ 
stance  made  by  a  distributor  may  be  re¬ 
quired  under  section  307(d)  of  the  Act 
(21  U.S.C.  827(d) )  but  that  such  trans¬ 
actions  involving  Schedule  V  narcotics 
are  not  necessary  at  this  time.  The  Di¬ 
rector  further  finds  that  reports  by  man¬ 
ufacturers  regarding  production  and  an¬ 
nual  inventories  of  controlled  substances 
in  Schedules  I  and  II  (and  narcotic  sub¬ 
stances  in  Schedules  HI  and  V)  and  re¬ 
ports  by  distributors  regarding  sales, 
deliveries,  and  other  disposals  of  non¬ 
narcotic  controlled  substances  listed  in 
Schedules  I  and  II  and  regarding  receipts 
and  annual  inventories  of  all  controlled 
substances  in  Schedules  I  and  II  and  nar¬ 
cotics  substances  in  Schedule  III,  are 
necessary  and  appropriate  for  the  effi¬ 
cient  execution  of  his  functions  under 
the  Act  in  establishing  quotas  on  the  fu¬ 
ture  production  of  these  substances,  in 
filing  annual  statistical  returns  regarding 
narcotic  substances  required  under  Ar¬ 
ticle  20(1)  of  the  Single  Convention  on 
Narcotic  Drugs  1961,  and  is  filing  annual 
statistical  reports  required  under  Article 
16(4)  of  the  Convention  on  Psychotropic 
Substances,  1971  (which  the  United 
States  has  agreed  to  submit  voluntarily 
in  advance  of  ratification),  and  may 
therefore  be  required  under  section  501 
(b)  of  the  Act  (21  U.S.C.  87Kb)).  The 
Director  also  finds  that  reports  from  im¬ 
porters  and  exporters  regarding  imports, 
exports,  receipts,  distributions,  and  an¬ 
nual  inventories  of  controlled  substances 
in  Schedules  I  and  II  and  narcotic  con¬ 
trolled  substances  in  Schedule  III  are 
similarly  necessary  and  appropriate  and 
may  be  required  under  sections  1008(d), 
1015,  and  501(b)  of  the  Act  (21  U.S.C. 
958(d), 965,  and  871(b)). 

Therefore,  under  the  authority  vested 
in  the  Attorney  General  pursuant  to  sec¬ 
tions  307(d),  501(b),  1008(d),  and  1015 
of  the  Comprehensive  Drug  Abuse  Pre¬ 
vention  and  Control  Act  of  1970  (21 
U.S.C.  827(d),  871(b),  958(d),  and  965), 
and  delegated  to  the  Director  of  the 
Bureau  of  Narcotics  and  Dangerous 
Drugs  by  §  0.100  of  Title  28  of  the  Code 
of  Federal  Regulations,  the  Director 
hereby  orders  that  Part  304  of  Title  21 
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of  the  Code  of  Federal  Regulations  be 
amended  as  follows : 

1.  By  adopting  a  new  §  304.36  to  read 
as  follows: 

§  304.36  Transitional  regulations. 

<a)  It  is  the  intent  of  the  Bureau  to 
shift  use  of  BND  Forms  233,  234,  and  235 
under  §§  304.31-304.32  to  BND  Form  333 
under  §§  304.37-304.41  in  stages  during 
the  calendar  year  1973,  and  to  have  total 
utilization  of  the  new  reporting  forms 
by  January  1,  1974.  Individual  regis¬ 
trants  will  be  contacted  by  the  Bureau 
as  to  the  date  each  registrant  will  shift 
in  the  forms  used  and  the  data  reported. 

<b)  On  the  date  on  which  the  regis¬ 
trant  transfers  from  BND  Form  234  or 
235  to  BND  Form  333.  he  shall  take  and 
file  on  BND  Form  333  a  complete  in¬ 
ventory  of  all  controlled  substances  on 
which  he  is  required  to  report. 

(c)  References  to  BND  Form  234  in 
§§  304.33  and  304.34  shall  be  deemed 
to  refer  equally  to  BND  Form  333. 

2.  By  adopting  a  new  §  304.37  to  read 
as  follows: 

§  30  4.37  Reports  generally. 

<a>  All  reports  required  by  §§  304.38- 
304.41  shall  be  filed  with  the  Distribution 
Audit  Branch,  Bureau  of  Narcotics  and 
Dangerous  Drugs;  Department  of  Jus¬ 
tice,  Washington,  D.C.  20537. 

ib)  Reports  required  by  §§  304.38- 
304.41  shall  be  filed  on  BND  Form  333, 
or  on  media  which  contains  the  data 
required  by  BND  Form  333  and  which  is 
acceptable  to  the  Distribution  Audit 
Branch. 

3.  By  adopting  a  new  §  304.38  to  read 
as  follows: 

§  301.38  Reports  from  manufacturers 
of  bulk  materials  or  dosage  Units. 

Each  person  who  is  registered  to  manu¬ 
facture  controlled  substances  and  who 
manufactures  such  substances  in  bulk  or 
dosage  form  shall  report  as  follows: 

(a)  Substances  covered.  Reports  shall 
include  data  on  each  controlled  substance 
listed  in  Schedule  I  and  II  and  on  each 
narcotic  controlled  substance  listed  in 
Schedules  III  and  V  (but  not  on  any 
material,  compound,  mixture,  or  prepara¬ 
tions  containing  a  quantity  of  a  sub¬ 
stance  having  a  stimulant  effect  on  the 
central  nervous  system,  which  material, 
compound,  mixture  or  preparation  is 
listed  in  Schedule  III).  Data  shall  be 
presented  in  such  a  manner  as  to  identify 
the  particular  form,  strength,  and  trade 
name,  if  any,  of  the  product  containing 
the  controlled  substance  for  which  the 
report  is  being  made.  For  this  purpose, 
persons  filing  reports  shall  utilize  the 
National  Drug  Code  Number  assigned  to 
the  product  under  the  National  Drug 
Code  System  of  the  Food  and  Drug 
Administration. 

<b)  Transactions  reported.  Reports 
shall  provide  data  on  each  acquisition  to 
inventory  (identifying  whether  it  is,  e.g., 
by  purchase  or  transfer,  return  from  a 
customer,  recovery  of  waste  material, 
manufacture  from  other  materials,  or 
supplied  by  the  Federal  Government) 
and  each  reduction  from  Inventory 


(identifying  whether  it  is,  e.g.,  by  sale  or 
transfer,  sampling,  use  in  production,  loss 
through  nonrecoverable  waste,  theft,  de¬ 
struction,  or  seizure  by  Government 
agencies).  These  reports  shall  be  filed 
every  month  not  later  than  the  15th  day 
of  the  month  succeeding  the  month  for 
which  it  is  submitted ;  except  that  a  regis¬ 
trant  may  be  given  permission  to  file 
more  frequently  or  less  frequently  (but 
not  less  than  quarterly),  depending  on 
the  number  of  transactions  being  re¬ 
ported  each  time  by  that  registrant. 

(c)  Inventories  reported.  Reports  shall 
provide  data  on  the  stocks  of  each  re¬ 
ported  controlled  substance  on  hand  as 
of  the  close  of  business  on  December  31 
of  each  year,  indicating  whether  the  sub¬ 
stance  is  in  storage  or  in  process  of  man¬ 
ufacturing.  These  reports  shall  be  filed  no 
later  than  January  15  of  the  following 
year. 

4.  By  adopting  a  new  §  304.39  to  read 
as  follows: 

§  304.39  Reports  from  packagers  ami 
labelers. 

Each  person  who  is  registered  to  man¬ 
ufacture  controlled  substances  and  who 
only  packages,  repackages,  labels,  or  re¬ 
labels  such  substances  shall  report  as 
follows: 

<a)  Substances  covered.  Reports  shall 
include  data  on  each  controlled  sub¬ 
stance  listed  in  Schedule  I  and  II  and  on 
each  narcotic  controlled  substance  listed 
in  Schedule  III  (but  not  on  any  mate¬ 
rial,  compound,  mixture,  or  preparation 
containing  a  quantity  of  a  substance  hav¬ 
ing  a  stimulant  effect  on  the  central 
nervous  system,  which  material,  com¬ 
pound,  mixture,  or  preparation  is  listed 
in  Schedule  III  or  on  any  narcotic  con¬ 
trolled  substance  listed  in  Schedule  V). 
Data  shall  be  presented  in  such  a  man¬ 
ner  as  to  identify  the  particular  form, 
strength,  and  trade  name,  if  any,  of  the 
product  containing  the  controlled  sub¬ 
stance  for  which  the  report  is  being 
made.  For  this  purpose,  persons  filing  re¬ 
ports  shall  utilize  the  National  Drug 
Code  Number  assigned  to  the  product 
under  the  National  Drug  Code  System  of 
the  Food  and  Drug  Administration. 

(b)  Transactions  reported.  Reports 
shall  provide  data  on  each  acquisition  to 
inventory  (identifying  whether  it  is,  e.g., 
by  purchase  or  transfer,  return  from  a 
customer,  recovery  of  waste  material, 
manufacture  from  other  materials,  or 
supply  by  the  Federal  Government)  and 
each  reduction  from  inventory  (identi¬ 
fying  whether  it  is,  e.g.,  by  sale  or  trans¬ 
fer,  sampling  loss  through  nonrecover¬ 
able  waste,  destruction,  or  seizure  by 
Government  agencies).  These  reports 
shall  be  filed  every  month  not  later  than 
the  15th  day  of  the  month  succeeding  the 
month  for  which  it  is  submitted;  except 
that  a  registrant  may  be  given  permission 
to  file  more  frequently  or  less  frequently 
(but  not  less  than  quarterly),  depending 
on  the  number  of  transactions  being  re¬ 
ported  each  time  by  that  registrant. 

(c)  Inventories  reported.  Reports  shall 
provide  data  on  the  stocks  of  each  re¬ 
ported  controlled  substance  on  hand  each 
year  as  of  the  close  of  business  on  the 


inventory  date  selected  by  the  registrant 
pursuant  to  §  304.13.  These  reports  shall 
be  filed  not  later  than  the  15th  day  of 
the  month  succeeding  the  inventory  date. 

(d)  Exceptions.  A  registered  institu¬ 
tional  practitioner  who  repackages  or 
relabels  exclusively  for  distribution  to 
and  dispensing  by  agents,  employees,  or 
affiliated  institutional  practitioners  of  the 
registrant  may  be  exempted  from  filing 
reports  under  this  section  by  applying  to 
the  Distribution  Audit  Branch  of  the 
Bureau. 

5.  By  adopting  a  new  §  304.40  to  read 
as  follow’s: 

§  304.40  Reports  front  importers  and 
exporters. 

Each  person  who  is  registered  to  im¬ 
port  or  export  controlled  substances  shall 
report  as  follows : 

(a)  Substances  covered.  Reports  shall 
include  data  on  each  controlled  sub¬ 
stance  listed  in  Schedule  I  and  II  and 
on  each  narcotic  controlled  substance 
listed  in  Schedule  III  (but  not  on  any 
material,  compound,  mixture  or  prepa¬ 
ration  containing  a  quantity  of  a  sub¬ 
stance  having  a  stimulant  effect  on  the 
central  nervous  system,  which  material, 
compound,  mixture  or  preparation  is 
listed  in  Schedule  III  or  on  any  narcotic 
controlled  substance  listed  in  Schedule 
V).  Data  shall  be  presented  in  such  a 
manner  as  to  identify  the  particular 
form,  strength,  and  substance  for  which 
the  report  is  being  made.  For  this  pur¬ 
pose,  persons  filing  reports  shall  utilize 
the  National  Drug  Code  Number  assigned 
to  the  product  under  the  National  Drug 
Code  System  of  the  Food  and  Drug  Ad¬ 
ministration. 

(b)  Transactions  reported.  Reports 
shall  provide  data  on  each  acquisition  to 
inventory  (identifying  whether  it  is,  e.g., 
by  importation,  by  purchase  or  transfer, 
return  from  a  customer,  or  supply  by  the 
Federal  Government)  and  each  reduc¬ 
tion  from  inventory  (identifying  whether 
it  is,  e.g.,  by  exportation,  by  sale  or  trans¬ 
fer,  sampling,  theft,  destruction,  or  seiz¬ 
ure  by  Government  agencies) .  These  re¬ 
ports  shall  be  filed  every  month  not  later 
than  the  15th  day  of  the  month  succeed¬ 
ing  the  month  for  which  it  is  submitted; 
except  that  a  registrant  may  be  given 
permission  to  file  more  frequently  or  less 
frequently  (but  not  less  than  quarterly), 
depending  on  the  number  of  transactions 
being  reported  each  time  by  that  regis¬ 
trant. 

(c)  Inventories  reported.  Reports  shall 
provide  data  on  the  stocks  of  each  con¬ 
trolled  substance  covered  on  hand  each 
year  as  of  the  close  of  business  on  the 
inventory  date  selected  by  the  registrant 
pursuant  to  §  304.13.  These  reports  shall 
be  filed  no  later  than  the  15th  day  of 
the  month  succeeding  the  inventory 
date. 

6.  By  adopting  a  new  §  304.41  to  read 
as  follows: 

§  304.41  Reports  from  distributors. 

Each  person  who  is  registered  to  dis¬ 
tribute  controlled  substances  shall  report 
as  follows: 

(a)  Substances  covered.  Reports  shall 
Include  data  on  each  controlled  sub- 
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stance  listed  in  Schedule  I  and  II  and 
on  each  narcotic  controlled  substance 
listed  in  Schedule  in  (but  not  on  any 
material,  compound,  mixture  or  prepara¬ 
tion  containing  a  quantity  of  a  sub¬ 
stance  having  a  stimulant  effect  on  the 
central  nervous  system,  which  material, 
compound,  mixture  or  preparation  is 
listed  in  Schedule  III  or  on  any  nar¬ 
cotic  controlled  substance  listed  in 
Schedule  V) .  Data  shall  be  presented  in 
such  a  manner  as  to  identify  the  par¬ 
ticular  form,  strength,  and  trade  name, 
if  any,  of  the  product  containing  the 
controlled  substance  for  which  the  re¬ 
port  is  being  made.  For  this  purpose, 
persons  filing  reports  shall  utilize  the 
National  Drug  Code  Number  assigned  to 
the  product  under  the  National  Drug 
Code  System  of  the  Food  and  Drug 
Administration. 

(b)  Transactions  reported.  Reports 
shall  provide  data  on  each  acquisition  to 
inventory  (identifying  whether  it  is, 
e.g.,  by  purchase  or  transfer,  return  from 
a  customer,  or  supply  by  the  Federal 
Government)  and  each  reduction  from 
inventory  (identifying  whether  it  is,  e.g., 
by  sale  or  transfer,  sampling,  theft,  de¬ 
struction,  or  seizure  by  Government 
agencies).  These  reports  shall  be  filed 
every  month  not  later  than  the  15th  day 
of  the  month  succeeding  the  month  for 
which  it  is  submitted;  except  that  a 
registrant  may  be  given  permission  to 
file  more  frequently  or  less  frequently 
(but  not  less  than  quarterly),  depending 
on  the  number  of  transactions  being  re¬ 
ported  each  time  by  that  registrant. 

(c)  Inventories  reported.  Reports  shall 
provide  data  on  the  stocks  of  each  con¬ 
trolled  substance  covered  on  hand  each 
year  as  of  the  close  of  business  on  the 
inventory  date  selected  by  the  registrant 
pursuant  to  §  304.13.  These  reports  shall 
be  filed  no  later  than  the  15th  day  of  the 
month  succeeding  the  inventory  date. 

(d)  Exceptions.  A  registered  institu¬ 
tional  practitioner  which  distributes  ex¬ 
clusively  to  (for  dispensing  by)  agents, 
employees,  or  affiliated  institutional 
practitioners  of  the  registrant  may  be 
exempted  from  filing  reports  under  this 
section  by  applying  to  the  Distribution 
Audit  Branch  of  the  Bureau. 

Effective  date.  Because  every  registrant 
affected  by  the  changes  ordered  above 
has  previously  been  given  a  copy  of  the 
changes  and  permitted  to  comment,  be¬ 
cause  the  implementation  of  the  sys¬ 
tem  is  scheduled  to  commence  January  1, 
1973,  and  because  implementation  will 
not  be  completed  until  December  31, 
1973  (thereby  allowing  considerable  time 
for  revisions,  if  necessary),  this  order 
shall  be  effective  on  December  31,  1972. 
Therefore,  the  Director  finds  that  waiver 
of  the  usual  period  for  comments  and 
objections  is  consistent  with  the  public 
health  and  safety,  with  the  interests  of 
affected  persons,  and  with  the  need  to 
provide  a  codified  set  of  regulations  to 
all  registrants. 

If  any  interested  person  desires  to 
comment  on  or  object  to  any  of  the 
changes  made  in  this  order,  the  Director 
will  consider  such  comments  and  objec¬ 
tions  for  purposes  of  amending  or  re- 
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yoking  any  of  these  changes.  All  inter¬ 
ested  persons  are  invited  to  submit  their 
comments  and  objections  in  writing  with 
five  copies  to  the  Hearing  Clerk,  Office 
of  Chief  Counsel,  Bureau  of  Narcotics 
and  Dangerous  Drugs,  Department  of 
Justice,  Room  611,  1405  I  Street  NW., 
Washington,  DC  20537. 

Dated:  December  22,  1972. 

John  E.  Ingersoll, 
Director,  Bureau  of  Narcotics 
and  Dangerous  Drugs. 

[FR  Doc. 72-22388  Filed  12-28-72;8:51  am] 


Title  26— INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

[T.D.  7238] 

ACCELERATION  OF  COLLECTION  OF 
ESTATE  AND  GIFT  TAXES 

On  August  25,  1972,  notice  of  proposed 
rule  making  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1),  the  Estate 
Tax  Regulations  (26  CFR  Part  20),  the 
Gift  Tax  Regulations  (26  CFR  Part  25), 
and  the  Regulations  on  Procedure  and 
Administration  (26  CFR  Part  301) ,  to  the 
amendments  of  the  Internal  Revenue 
Code  of  1954  made  by  sections  101  and 
102  of  the  Excise,  Estate,  and  Gift  Tax 
Adjustment  Act  of  1970  (84  Stat.  1836), 
was  published  in  the  Federal  Register 
(37  F.R.  17179) .  After  consideration  of  all 
such  relevant  matter  as  was  presented  by 
interested  persons  regarding  the  rules 
proposed,  the  amendment  of  the  regula¬ 
tions  as  proposed  is  hereby  adopted,  sub¬ 
ject  to  the  changes  set  forth  below. 

1.  Paragraph  (a)  of  §  20.2204-2,  as  set 
forth  in  paragraph  16  of  the  notice  of 
proposed  rule  making,  is  changed  to  read 
as  set  forth  below. 

2.  Paragraphs  (a)  and  (b)  of  §  20.6161- 
1,  as  set  forth  in  paragraph  30  of  the  ap¬ 
pendix  to  the  notice  of  proposed  rule 
making,  are  changed  to  read  as  set  forth 
below. 

3.  Subparagraph  (1)  and  example  (1) 
of  subparagraph  (3)  of  §  25.6019-1  (b), 
as  set  forth  in  paragraph  77  of  the  ap¬ 
pendix  to  the  notice  of  proposed  rule 
making,  are  changed  to  read  as  set  forth 
below. 

4.  Section  301.6601-1  is  amended  by  re¬ 
vising  paragraph  (b)(2)  to  read  as  set 
forth  below. 

(Secs.  2204(b),  2513,  6001,  6011,  6036,  6071, 
6091(b),  6168(J).  6905(a),  and  7805  of  the 
Internal  Revenue  Code  of  1954  (84  Stat.  1836, 
26  U.S.C.  2204(b);  68A  Stat.  406,  26  U.S.C. 
2513:  68A  Stat.  731,  26  U.S.C  6001;  68A  Stat 
732,  26  U.S.C.  6011;  68A  Stat.  744,  26  U.S.C. 
6036;  68A  Stat.  749,  26  U.S.C  6071;  84  Stat 
1837,  26  U.S.C.  6091(b);  72  Stat.  1684,  26 
U.S.C.  6166(J) ;  84  Stat.  1838,  26  U.S.C.  6905 
(a) ;  68A  Stat  917,  26  U.S.C.  7805) 

[seal]  Johnnie  M.  Walters, 

Commissioner  of  Internal  Revenue. 

Approved:  December  21,  1972. 

Frederic  W.  Hickman, 

Assistant  Secretary 
of  the  Treasury. 
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PART  1— INCOME  TAX;  TAXABLE 
YEARS  BEGINNING  AFTER  DE¬ 
CEMBER  31,  1953 

Paragraph  1.  Section  1.1015  is  amended 
by  revising  section  1015(d)(2)  and  the 
historical  note  to  read  as  follows: 

§  1.1015  Statutory  provisions;  basis  of 
property  acquired  by  gifts  and  trans¬ 
fers  in  trust. 

Sec.  1015.  Basis  of  property  acquired  by 
gifts  and  transfers  in  trust.  *  *  * 

(d)  Increased  basis  for  gift  tax  paid.  *  *  * 
(2)  Amount  of  tax  paid  with  respect  to 
gift.  For  purposes  of  paragraph  (1),  the 
amount  of  gift  tax  paid  with  respect  to  any 
gift  Is  an  amount  which  bears  the  same  ratio 
to  the  amount  of  gift  tax  paid  under  chapter 
12  with  respect  to  all  gifts  made  by  the 
donor  for  the  calendar  quarter  (or  calendar 
year  if  the  gift  was  made  before  January  1, 
1971)  in  which  such  gift  is  made  as  the 
amount  of  such  gift  bears  to  the  taxable  gifts 
(as  defined  in  section  2503(a)  but  computed 
without  the  deduction  allowed  by  section 
2521)  made  by  the  donor  during  such  cal¬ 
endar  quarter  or  year.  For  purposes  of  the 
preceding  sentence,  the  amount  of  any  gift 
shall  be  the  amount  included  with  respect  to 
such  gift  in  determining  (for  the  purposes 
of  section  2503(a) )  the  total  amount  of  gifts 
made  during  the  calendar  quarter  or  year, 
reduced  by  the  amount  of  any  deduction  al¬ 
lowed  with  respect  to  such  gift  under  sec¬ 
tion  2522  (relating  to  charitable  deduction) 
or  under  section  2523  (relating  to  marital 
deduction) . 

***** 

[Sec.  1015  as  amended  by  sec.  43(a),  Tech¬ 
nical  Amendments  Act  1958  (Public  Law  85- 
866,  72  Stat.  1640):  sec.  102(d)(1),  Excise, 
Estate,  and  Gift  Tax  Adjustment  Act  1970 
(84  Stat.  1841)  ] 

Par.  2.  Paragraph  (b)  of  §  1.1015-5  is 
amended  by  revising  subparagraphs 
( 1 )  (i) ,  ( 1 )  (ii) ,  (2),  and  (4)  to  read  as 
follows: 

§  1.1015—5  Increased  basis  for  gift  tax 
paid. 

***** 

(b)  Amount  of  gift  tax  paid  with  re¬ 
spect  to  a  gift  of  property.  (1)  (i)  If  only 
one  gift  was  made  during  a  certain  cal¬ 
endar  quarter  (or  calendar  year  if  the 
gift  was  made  before  January  1,  1971), 
the  entire  amount  of  the  gift  tax  paid 
under  chapter  12  or  the  corresponding 
provisions  of  prior  revenue  laws  for  that 
calendar  quarter  (or  calendar  year)  is 
the  amount  of  the  gift  tax  paid  with  re¬ 
spect  to  the  gift. 

(ii)  If  more  than  one  gift  was  made 
during  a  certain  calendar  quarter*  (or 
calendar  year  if  the  gifts  were  made 
before  January  1,  1971),  the  amount  of 
gift  tax  paid  under  chapter  12  or  the 
corresponding  provisions  of  prior  reve¬ 
nue  laws  with  respect  to  any  specified 
gift  made  during  that  calendar  quarter 
(or  calendar  year)  is  an  amount.  A, 
which  bears  the  same  ratio  to  B  (the 
total  gift  tax  paid  for  that  calendar 
quarter  or  calendar  year)  as  C  (the 
“amount  of  the  gift,”  computed  as  de¬ 
scribed  in  this  subdivision)  bears  to  D 
(the  total  taxable  gifts  for  the  calendar 
quarter  or  calendar  year,  computed  with- 
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out  deduction  for  the  gift  tax  specific  nue  laws).  Stated  algebraically,  the 
exemption  under  section  2521  or  the  amount  of  the  gift  tax  paid  with  respect 
corresponding  provisions  of  prior  reve-  to  a  gift  equals: 


"Amount  of  the  gift"  (C) 


Total  taxable  gifts,  plus  specific  exemption  allowed  (D) 


X  Total  gift  tax  paid  (B) 


For  purposes  of  the  ratio  stated  in  the 
preceding  sentence,  the  “amount  of  the 
gift”  referred  to  as  factor  “C”  is  the  value 
of  the  gift  reduced  by  any  portion  ex¬ 
cluded  or  deducted  under  section  2503(b) 
(annual  exclusion),  2522  (charitable  de¬ 
duction)  ,  or  2523  (marital  deduction)  of 
the  Code  or  the  corresponding  provisions 
of  prior  revenue  laws.  In  making  the 
computations  described  in  this  para¬ 
graph,  the  values  to  be  used  are  those 
finally  determined  for  purposes  of  the 
gift  tax. 

***** 


(2)  For  purposes  of  this  paragraph,  it 
is  immaterial  whether  the  gift  tax  is 
paid  by  the  donor  or  the  donee.  Where 
more  than  one  gift  of  a  present  interest 
in  property  is  made  to  the  same  donee 
during  a  calendar  quarter  or  calendar 
year,  the  annual  exclusion  shall  apply 
to  the  earliest  of  such  gifts  in  point  of 
time. 

•  *  *  •  • 

(4)  The  method  described  in  section 
1015(d)  (2)  and  this  paragraph  for  com¬ 
puting  the  amount  of  gift  tax  paid  in 
respect  of  a  gift  may  be  illustrated  by  the 
following  examples: 


made  by  either  during  1956  treated  as  made 
one-half  by  A  and  one-half  by  B.  Pursuant 
to  that  election,  A  and  B  each  filed  a  gift  tax 
return  for  1966.  A  paid  gift  tax  of  $11,325 
and  B  paid  gift  tax  of  $5,250,  computed  as 
follows : 


A 

B 

V alue  of  land  given  to  N . 

Less:  exclusion _ _ 

.  $43, 000 

.  3, 000 

$43,000 

3,000 

Included  amount  of  gift. 

.  40,000 

40,000 

Value  of  securities  given  to  N.. 
Less:  exclusion . 

.  20,000 

20,000 

None 

Included  amount  of  gift. 

.  20, 000 

20,000 

Cash  gift  to  S . . 

.  2S.000 

.  3,000 

23,000 

3,000 

Included  amount  of  gift. 

.  20, 000 

20,000 

Total  included  gifts . 

Less;  specific  exemption . 

.  80,000 

80,000 

30,000 

Taxable  gifts  for  1956 _ 

....  80,000 

50,000 

Gift  tax  for  19S6 .  11, 325  6, 250 


Example  (f).  Prior  to  1959  H  made  no  taxable  gifts.  On  July  1,  1959,  he  made  a  girt  to 
his  wife,  W,  of  land  having  a  value  for  gift  purposes  of  $60,000  and  gave  to  his  son,  B, 
certain  securities  valued  at  $60,000.  During  the  year  1959,  H  also  contributed  $5,000  In  cash 
to  a  charitable  organization  described  in  section  2522.  H  filed  a  timely  gift  tax  return  for 
1959  with  respect  to  which  he  paid  gift  tax  in  the  amount  of  $6,000,  computed  as  follows: 


Value  of  land  given  to  W _  $60,  000 

Less:  Annual  exclusion -  $3,000 

Marital  deduction -  30,  000  33,  000 


The  amount  of  the  gift  tax  paid  by  A  with 
respect  to  the  land  given  to  N  Is  computed 
as  follows: 


$40,000(C) 
$80,000  (D) 


X$H. 325(B)  =$5,662.50 


The  amount  of  the  gift  tax  paid  by  B  with 
respect  to  the  land  given  to  N  is  computed 
as  foUows: 


Included  amount  of  gift -  $27,000 

Value  of  securities  given  to  S -  60, 000 

Less:  Annual  exclusion _  3,000 


Included  amount  of  gift - 

Gift  to  charitable  organization _  5,  000 

Less:  Annual  exclusion _  3,  000 

Charitable  deduction _  2, 000  5,  000 


Included  amount  of  gift _ 

Total  included  gifts _ 

Less:  Specific  exemption  allowed 


57,  000 


0 

84.  000 
30,000 


Taxable  gifts  for  1959 


54,000 


Gift  tax  on  $54,000. 


6,000 


In  determining  the  gift  tax  paid  with  respect 
to  the  land  given  to  W,  amount  C  of  the  ratio 
set  forth  in  subparagraph  (l)(li)  of  this 
paragraph  is  $60,000,  value  of  property  given 
to  W,  less  $33,000  (the  sum  of  $3,000,  the 
amount  excluded  under  section  2503(b),  and 
$30,000,  the  amount  deducted  under  section 
2523),  or  $27,000.  Amount  D  of  the  ratio  is 
$84,000  (the  amount  of  taxable  gifts,  $54,000, 
plus  the  gift  tax  specific  exemption,  $30,000) . 
The  gift  tax  paid  with  respect  to  the  land 
given  to  W  is  $1,928.57,  computed  as  follows: 

$27,000  (C) 

-  X  $6,000  (B) 

$84,000  (D) 

Example  (2).  The  facts  are  the  same  as  in 
example  (1)  except  that  H  made  his  gifts 
to  W  and  S  on  July  1,  1971,  and  that  prior 
to  1971,  H  made  no  taxable  gifts.  Further¬ 
more,  H  made  his  charitable  contribution  on 
August  12,  1971.  These  were  the  only  gifts 


made  by  H  during  1971.  H  filed  his  gift  tax 
return  for  the  third  quarter  of  1971  on 
November  15,  1971,  as  required  by  section 
6075(b).  With  respect  to  the  above  gifts, 
H  paid  a  gift  tax  in  the  amount  of  $6,000, 
on  total  taxable  gifts  of  $54,000  for  the  third 
quarter  of  1971.  The  gift  tax  paid  with  re¬ 
spect  to  the  land  given  to  W  is  $1,928.57.  The 
computations  for  these  figures  are  identical 
to  those  used  in  example  (1). 

Example  (3).  On  January  15,  1956,  A  made 
a  gift  to  his  nephew,  N,  of  land  valued  at 
$86,000,  and  on  June  30,  1956,  gave  N  securi¬ 
ties  valued  at  $40,000.  On  July  1,  1956,  A  gave 
to  his  sister,  S,  $46,000  in  cash.  A  and  his 
wife,  B,  were  married  during  the  entire  calen¬ 
dar  year  1956.  The  amount  of  A  s  taxable  gifts 
for  prior  years  was  zero  although  in  arriving 
at  that  amount  A  had  used  in  full  the  specific 
exemption  authorized  by  section  2521.  B  did 
not  make  any  gifts  before  1956.  A  and  B 
elected  under  section  2513  to  have  all  gifts 


$40,000(C) 
$80,000  (D) 


X  $5, 250(B)  =$2,625 


The  amount  of  the  gift  tax  paid  with  respect 
to  the  land  is  $5,662.50  plus  $2,625,  or 
$8,287.50.  Computed  in  a  similar  manner,  the 
amount  of  gift  tax  paid  by  A  with  respect  to 
the  securities  given  to  N  is  $2,831.25,  and  the 
amount  of  gift  tax  paid  by  B  with  respect 
thereto  is  $1,312.50,  or  a  total  of  $4,143.75. 

Example  (4).  The  facts  are  the  same  as  In 
example  (3)  except  that  A  gave  the  land  to 
N  on  January  15,  1972,  the  securities  to  N 
on  February  3,  1972,  and  the  cash  to  S  on 
March  7, 1972.  As  in  example  (3) ,  the  amount 
of  A's  taxable  gifts  for  taxable  years  prior  to 
1972  was  zero,  although  in  arriving  at  that 
amount  A  had  used  in  full  the  specific  ex¬ 
emption  authorized  by  section  2521.  B  did 
not  make  any  gifts  before  1972.  Pursuant  to 
the  election  under  section  2513,  A  and  B 
treated  all  gifts  made  by  either  during  1972 
as  made  one-half  by  A  and  one-half  by  B.  A 
and  B  each  filed  a  gift  tax  return  for  the  first 
quarter  of  1972  on  May  15,  1972,  as  required 
by  section  6075(b) .  A  paid  gift  tax  of  $11,325 
on  taxable  gifts  of  $80,000  and  B  paid  gift 
tax  of  $5,250  on  taxable  gifts  of  $50,000.  The 
amount  of  the  gift  tax  paid  by  A  and  B  with 
respect  to  the  land  given  to  N  is  $5,662.50  and 
$2,625,  respectively.  The  computations  for 
these  figures  are  identical  to  those  used  in 
example  (3). 

•  •  •  •  • 

Par.  3.  Section  1.1223  is  amended  by 
redesignating  subsection  (10)  of  section 
1223  as  (12),  by  inserting  new  subsec¬ 
tions  (10)  and  (11)  immediately  after 
subsection  (9) ,  and  by  adding  a  histori¬ 
cal  note.  These  redesignated  and  added 
provisions  read  as  follows: 


d 
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§  1.1223  Statutory  provisions;  holding 
period  of  property. 

Sec.  1228.  Bolding  period  of  property.  •  *  • 

(10)  In  determining  the  period  for  which 
the  taxpayer  has  held  trust  certificates  of  a 
trust  to  which  subsection  (d)  of  section  1246 
applies,  or  the  period  for  which  the  taxpayer 
has  held  stock  in  a  corporation  to  which  sub¬ 
section  (d)  of  section  1246  applies,  there 
shall  be  Included  the  period  for  which  the 
trust  or  corporation  (as  the  case  may  be) 
held  the  stock  of  foreign  Investment  com¬ 
panies. 

(11)  In  the  case  of  a  person  acquiring 
property  from  a  decedent  or  to  whom  prop¬ 
erty  passed  from  a  decedent  (within  the 
meaning  of  section  1014(b)),  If — 

(A)  The  basis  of  such  property  In  the 
hands  of  such  person  Is  determined  under 
section  1014,  and 

(B)  Such  property  Is  sold  or  otherwise  dis¬ 
posed  of  by  such  person  within  6  months 
after  the  decedent’s  death, 

then  such  person  shall  be  considered  to  have 
held  such  property  for  more  than  6  months. 

(12)  Cross  reference.  *  *  * 

[Sec.  1223  as  amended  by  sec.  14(b) ,  Rev.  Act 
1962  (76  Stat.  1041);  sec.  101(g),  Excise, 
Estate,  and  Gift  Tax  Adjustment  Act  1970 
(84  Stat.  1838)  ] 

Par.  4.  Section  1.1223-1  is  amended  by 
redesignating  paragraph  (j)  as  (k)  and 
inserting  a  new  paragraph  (j)  imme¬ 
diately  after  paragraph  (i).  These  re¬ 
designated  and  added  provisions  read  as 
follows: 

§  1.1223—1  Determination  of  period  for 
which  capital  assets  are  held. 

•  •  •  •  • 

(j)  In  the  case  of  a  person  acquiring 
property,  or  to  whom  property  passed, 
from  a  decedent  (within  the  meaning  of 
section  1014(b))  dying  after  Decem¬ 
ber  31,  1970,  such  person  shall  be  con¬ 
sidered  to  have  held  the  property  for 
more  than  6  months  if  the  property — 

(1)  Has  a  basis  in  the  hands  of  such 
person  which  is  determined  in  whole  or 
in  part  under  section  1014,  and 

(2)  Is  sold  or  otherwise  disposed  of  by 
such  person  within  6  months  after  the 
decedent’s  death. 

The  provisions  of  this  paragraph  apply 
to  sales  of  such  property  included  in  the 
decedent’s  gross  estate  for  the  purposes 
of  the  estate  tax  by  the  executor  or  ad¬ 
ministrator  of  the  estate  and  to  sales  of 
such  property  by  other  persons  who  have 
acquired  property  from  the  decedent. 
The  provisions  of  this  paragraph  may 
also  be  applicable  to  cases  involving  joint 
tenancies,  community  property,  and 
properties  transferred  in  contemplation 
of  death.  Thus,  if  a  surviving  joint  ten¬ 
ant,  who  acquired  property  by  right  of 
survivorship,  sells  or  otherwise  disposes 
of  such  property  within  6  months  after 
the  date  of  the  decedent’s  death,  and  the 
basis  of  the  property  in  his  hands  is  de¬ 
termined  in  whole  or  in  part  under  sec¬ 
tion  1014,  the  property  shall  be  consid¬ 
ered  to  have  been  held  by  the  surviving 
joint  tenant  for  more  than  6  months. 
Similarly,  a  surviving  spouse’s  share  of 
community  property  shall  be  considered 
to  have  been  held  by  her  for  more  than 
6  months  if  it  is  sold  or  otherwise  dis¬ 
posed  of  within  6  months  after  the  date 
of  the  decedent’s  death,  regardless  of 


when  the  property  wras  actually  acquired 
by  the  marital  community.  For  the  pur¬ 
poses  of  this  paragraph,  it  is  immaterial 
that  the  sale  or  other  disposition  pro¬ 
duces  gain  or  loss.  If  property  is  consid¬ 
ered  to  have  been  held  for  more  than 
6  months  by  reason  of  this  paragraph, 
it  also  is  considered  to  have  been  held 
for  that  period  for  purposes  of  section 
1231  (if  that  section  is  otherwise  ap¬ 
plicable)  . 

(k)  Any  reference  in  section  1223  or 
this  section  to  another  provision  of  the 
Internal  Revenue  Code  of  1954  is, 
where  applicable,  to  be  deemed  a  refer¬ 
ence  to  the  corresponding  provision  of 
the  Internal  Revenue  Code  of  1939,  or 
prior  internal  revenue  laws.  The  provi¬ 
sions  of  prior  internal  revenue  laws  here 
intended  are  the  sections  referred  to  in 
the  sections  of  the  Internal  Revenue 
Code  of  1939  which  correspond  to  the 
sections  of  the  Internal  Revenue  Code 
of  1954  referred  to  in  section  1223.  Thus, 
the  sections  corresponding  to  section 
1081(c)  are  section  371(c)  of  the  Reve¬ 
nue  Act  of  1938  (52  Stat.  553)  and  section 
371(c)  of  the  Internal  Revenue  Code  of 
1939.  The  sections  corresponding  to  sec¬ 
tion  1091  are  section  118  of  each  of  the 
following:  The  Revenue  Acts  of  1928  (45 
Stat.  826),  1932  (47  Stat.  208),  1934  (48 
Stat.  715),  1936  (49  Stat.  1692),  1938  (52 
Stat.  503),  and  the  Internal  Revenue 
Code  of  1939. 

Par.  5.  Section  1.6161  is  amended  by 
revising  section  6161(a)(1),  by  revising 
section  6161(b),  and  by  adding  a  his¬ 
torical  note.  These  revised  and  added 
provisions  read  as  follows: 

§  1.6161  Statutory  provisions:  extension 

of  time  for  paying  tax. 

Sec.  6161.  Extension  of  time  for  paying 
tax — (a)  Amount  determined  by  taxpayer 
on  return — (1)  General  rule.  The  Secretary 
or  his  delegate,  except  as  otherwise  provided 
In  this  title,  may  extend  the  time  for  pay¬ 
ment  of  the  amount  of  the  tax  shown,  or 
required  to  be  shown,  on  any  return  or  dec¬ 
laration  required  under  authority  of  this 
title  (or  any  Installment  thereof) ,  for  a  rea¬ 
sonable  period  not  to  exceed  6  months  ( *  •  * ) 
from  the  date  fixed  for  payment  thereof. 
Such  extension  may  exceed  6  months  In  the 
case  of  a  taxpayer  who  Is  abroad. 

•  •  •  •  * 

(b)  Amount  determined  as  deficiency. 
Under  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate,  the  Secretary  or  his  dele¬ 
gate  may  extend,  to  the  extent  provided 
below,  the  time  for  payment  of  the  amount 
determined  as  a  deficiency: 

(l)  In  the  case  of  a  tax  Imposed  by  chap¬ 
ter  1,  12,  or  42,  for  a  period  not  to  exceed  18 
months  from  the  date  fixed  for  payment  of 
the  deficiency,  and,  In  exceptional  cases,  for 
a  further  period  not  to  exceed  12  months; 

•  •  •  *  • 

An  extension  under  this  subsection  may  be 
granted  only  where  it  Is  shown  to  the  satis¬ 
faction  of  the  Secretary  or  his  delegate  that 
the  payment  of  a  deficiency  upon  the  date 
fixed  for  the  payment  thereof  will  result  in 
undue  hardship  to  the  taxpayer  in  the  case 
of  a  tax  Imposed  by  chapter  1  or  42,  to  the 
estate  in  the  case  of  a  tax  imposed  by  chap¬ 
ter  11,  or  to  the  donor  In  the  case  of  a  tax 
Imposed  by  chapter  12.  No  extension  shall  be 
granted  If  the  deficiency  Is  due  to  negli¬ 
gence,  to  Intentional  disregard  of  rules  and 
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regulations,  or  to  fraud  with  intent  to  evade 
tax. 

*  •  •  •  • 

[Sec.  6161  as  amended  by  sec.  101  (J),  Tax 
Reform  Act  1969  (83  Stat.  530);  sec.  101(h), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1838)] 


PART  20— ESTATE  TAX;  ESTATES  OF 

DECEDENTS  DYING  AFTER  AU¬ 
GUST  16,  1954 

Par.  6.  Section  20.0-1  is  amended  by 
revising  paragraph  (a)(1)  to  read  as 
follows: 

§  20.0—1  Introduction. 

(a)  In  general.  (1)  The  regulations  in 
this  part  (Part  20,  Subchapter  B,  Chap¬ 
ter  I,  Title  26,  Code  of  Federal  Regula¬ 
tions)  are  designated  “Estate  Tax  Reg¬ 
ulations.”  These  regulations  pertain  to 
(i)  the  Federal  estate  tax  imposed  by 
chapter  11  of  subtitle  B  of  the  Internal 
Revenue  Code  on  the  transfer  of  estates 
of  decedents  dying  after  August  16,  1954, 
and  (ii)  certain  related  administrative 
provisions  of  subtitle  F  of  the  Code.  It 
should  be  noted  that  the  application  of 
many  of  the  provisions  of  these  regula¬ 
tions  may  be  affected  by  the  provisions 
of  an  applicable  death  tax  convention 
with  a  foreign  country.  Unless  otherwise 
indicated,  references  in  the  regulations 
to  the  “Internal  Revenue  Code”  or  the 
“Code”  are  references  to  the  Internal 
Revenue  Code  of  1954,  as  amended,  and 
references  to  a  section  or  other  provi¬ 
sion  of  law  are  references  to  a  section  or 
other  provision  of  the  Internal  Revenue 
Code  of  1954,  as  amended.  Unless  other- 
W’ise  provided,  the  Estate  Tax  Regula¬ 
tions  are  applicable  to  the  estates  of  de¬ 
cedents  dying  after  August  16,  1954,  and 
supersede  (he  regulations  contained  in 
Part  81,  Subchapter  B,  Chapter  1,  Title 
26,  Code  of  Federal  Regulations  (1939) 
(Regulations  105,  Estate  Tax),  as  pre¬ 
scribed  and  made  applicable  to  the  In¬ 
ternal  Revenue  Code  of  1954  by  Treasury 
Decision  6091,  signed  August  16,  1954 
(19  F.R.  5167,  Aug.  17,  1954).  The  regu¬ 
lations  in  this  part  do  not  reflect  the 
amendments  made  by  the  Foreign  In¬ 
vestors  Tax  Act  of  1966  (80  Stat.  1539). 

•  •  •  •  • 

Par.  7.  Section  20.2012  is  amended  by 
revising  section  2012(b)(1),  by  revising 
section  2012(d),  and  by  adding  a  his¬ 
torical  note.  These  revised  and  added 
provisions  read  as  follows: 

§20.2012  Statutory  provisions;  credit 
for  gift  tax. 

Sec.  2012.  Credit  for  gift  tax.  •  *  * 

(b)  In  applying,  with  respect  to  any  gift, 
the  ratio  stated  in  subsection  (a),  the  value 
at  the  time  of  the  gift  or  at  the  time  of  the 
death  referred  to  in  such  ratio,  shall  be 
reduced — 

(1)  By  such  amount  as  will  properly  re¬ 
flect  the  amount  of  such  gift  which  was  ex¬ 
cluded  in  determining  (for  purposes  of  sec¬ 
tion  2503(a) ) ,  or  of  corresponding  provisions 
of  prior  laws,  the  total  amount  of  gifts  made 
during  the  calendar  quarter  (or  calendar  year 
If  the  gift  was  made  before  January  1,  1971) 
in  which  the  gift  was  made; 

•  •  •  •  • 
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(d)(1)  For  purposes  of  subsection  (a) ,  the 
amount  of  tax  paid  on  a  gift  under  chapter 
12,  or  under  corresponding  provisions  of  prior 
laws,  with  respect  to  any  gift  shall  be  an 
amount  which  bears  the  same  ratio  to  the 
total  tax  paid  for  the  calendar  quarter  (or 
calendar  year  if  the  gift  was  made  before 
January  1,  1971)  In  which  the  gift  was  made 
as  the  amount  of  such  gift  bears  to  the  total 
amount  of  taxable  gifts  (computed  without 
deduction  of  the  specific  exemption)  for  such 
quarter  or  year. 

(2)  For  purposes  of  paragraph  (1),  the 
“amount  of  such  gift”  shall  be  the  amount 
included  with  respect  to  such  gift  in  deter¬ 
mining  (for  the  purposes  of  section  2503(a), 
or  of  corresponding  provisions  of  prior  laws) 
the  total  amount  of  gifts  made  during  such 
quarter  or  year,  reduced  by  the  amount  of 
any  deduction  allowed  with  respect  to  such 
gift  under  section  2522,  or  under  correspond¬ 
ing  provisions  of  prior  laws  (relating  to 
charitable  deduction),  or  under  section  2523 
(relating  to  marital  deduction). 

[Sec.  2012  as  amended  by  sec.  102(d)(2), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1841)] 

Par.  8.  Section  20.2012-1  is  amended  by 
revising  so  much  of  paragraph  (c)  as 
precedes  the  example  to  read  as  follows: 


RULES  AND  REGULATIONS 

§  20.2012-1  Credit  for  gift  tax. 

*  •  •  •  • 

(c)  “First  limitation ”.  The  amount  of 
the  gift  tax  paid  on  the  gift  is  the  ‘‘first 
limitation”.  Thus,  if  only  one  gift  was 
made  during  a  certain  calendar  quarter, 
or  calendar  year  if  the  gift  was  made 
before  January  1.  1971,  and  the  gift  is 
wholly  included  in  the  decedent’s  gross 
estate  for  the  purpose  of  the  estate  tax, 
the  credit  with  respect  to  the  gift  is  lim¬ 
ited  to  the  amount  of  the  gift  tax  paid 
for  that  calendar  quarter  or  calendar 
year.  On  the  other  hand,  if  more  than 
one  gift  was  made  during  a  certain  cal¬ 
endar  quarter  or  calendar  year,  the 
credit  with  respect  to  any  such  gift 
which  is  included  in  the  decedent’s  gross 
estate  is  limited  under  section  2012(d) 
to  an  amount,  A,  which  bears  the  same 
ratio  to  B  (the  total  gift  tax  paid  for 
that  calendar  quarter  or  calendar  year) 
as  C  (the  “amount  of  the  gift,”  computed 
as  described  below)  bears  to  D  (the  total 
taxable  gifts  for  the  calendar  quarter  or 
the  calendar  year,  computed  without  de¬ 
duction  of  the  gift  tax  specific  exemp¬ 
tion)  .  Stated  algebraically,  the  “first  lim¬ 
itation”  (A)  equals 


“Amount  of  the  gift”  (C) 


Total  taxable  gifts,  plus  specific  exemption  allowed  (D) 


-X  Total  gift  tax  paid  (B). 


For  purposes  of  the  ratio  stated  above, 
the  “amount  of  the  gift”  referred  to  as 
factor  “C”  is  the  value  of  the  gift  reduced 
by  any  portion  exluded  or  deducted 
under  sections  2503(b)  (annual  exclu¬ 
sion),  2522  (charitable  deduction),  or 
2523  (marital  deduction)  of  the  Internal 
Revenue  Code  or  corresponding  provi¬ 
sions  of  prior  law.  In  making  the  compu¬ 
tations  described  in  this  paragraph,  the 
values  to  be  used  are  those  finally  deter¬ 
mined  for  the  purpose  of  the  gift  tax,  ir¬ 
respective  of  the  values  determined  for 
the  purpose  of  the  estate  tax.  A  similar 
computation  is  made  in  case  only  a  por¬ 
tion  of  any  gift  is  included  in  the  dece¬ 
dent’s  gross  estate.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  example: 

•  •  *  *  * 

Par.  9.  Section  20.2032  is  amended  by 
revising  sections  2032(a)  (1)  and  (2), 
by  revising  section  2032(b)  and  by  add¬ 
ing  a  historical  note.  These  revised  and 
added  provisions  read  as  follows: 

§  20.2032  Statutory  provisions;  alter¬ 
nate  valuation. 

Sec.  2032.  Alternate  valuation — (a)  Gen¬ 
eral.  *  *  • 

(1)  In  the  case  of  property  distributed, 
sold,  exchanged,  or  otherwise  disposed  of, 
within  6  months  after  the  decedent’s  death 
such  property  shall  be  valued  as  of  the  date 
of  distribution,  sale,  exchange,  or  other  dis¬ 
position. 

(2)  In  the  case  of  property  not  distributed, 
sold,  exchanged,  or  otherwise  disposed  of, 
within  6  months  after  the  decedent’s  death 
such  property  shall  be  valued  as  of  the  date 
6  months  after  the  decedent’s  death. 

•  •  •  *  * 

(b)  Special  rules.  No  deduction  under 
this  chapter  of  any  item  shall  be  allowed 
if  allowance  for  such  item  is  in  effect  given 


by  the  alternate  valuation  provided  by  this 
section.  Wherever  in  any  other  subsection  or 
section  of  this  chapter  reference  is  made  to 
the  value  of  property  at  the  time  of  the  de¬ 
cedent’s  death,  such  reference  shall  be 
deemed  to  refer  to  the  value  of  such  prop¬ 
erty  used  in  determining  the  value  of  the 
gross  estate.  In  case  of  an  election  made  by 
the  executor  under  this  section,  then — 

(1)  For  purposes  of  the  charitable  deduc¬ 
tion  under  section  2055  or  2106(a)(2),  any 
bequest,  legacy,  devise,  or  transfer  enumer¬ 
ated  therein,  and 

(2)  For  the  purpose  of  the  marital  deduc¬ 
tion  under  section  2056,  any  interest  in  prop¬ 
erty  passing  to  the  surviving  spouse, 

shall  be  valued  as  of  the  date  of  the  de¬ 
cedent’s  death  with  adjustment  for  any  dif¬ 
ference  in  value  (not  due  to  mere  lapse  of 
time  or  the  occurrence  or  nonoccurrence  of 
a  contingency)  of  the  property  as  of  the 
date  6  months  after  the  decedent’s  death 
(substituting,  in  the  case  of  property  dis¬ 
tributed  by  the  executor  or  trustee,  or  sold, 
exchanged,  or  otherwise  disposed  of,  during 
such  6-month  period,  the  date  thereof). 

•  •  •  •  • 
[Sec.  2032  as  amended  by  sec.  101(a),  Ex¬ 
cise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1836)] 

Par.  10.  Section  20.2032-1  is  amended 
by  revising  paragraphs  (a)(1),  (a)(2), 
(a)(3),  (b),  (f)(1),  and  (g)  to  read  as 
follows: 

§  20.2032—1  Alternate  valuation. 

(a)  In  general.  *  *  * 

(1)  Any  property  distributed,  sold,  ex¬ 
changed,  or  otherwise  disposed  of  within 
6  months  ( 1  year,  if  the  decedent  died  on 
or  before  December  31,  1970)  after  the 
decedent’s  death  is  valued  as  of  the  date 
on  which  it  is  first  distributed,  sold,  ex¬ 
changed,  or  otherwise  disposed  of; 

(2)  Any  property  not  distributed,  sold, 
exchanged,  or  otherwise  disposed  of 


within  6  months  (1  year,  if  the  decedent 
died  on  or  before  December  31,  1970) 
after  the  decedent’s  death  is  valued  as  of 
the  date  6  months  (1  year,  if  the  decedent 
died  on  or  before  December  31,  1970) 
after  the  date  of  the  decedent’s  death; 

(3)  Any  property,  interest,  or  estate 
which  is  affected  by  mere  lapse  of  time 
is  valued  as  of  the  date  of  the  decedent’s 
death,  but  adjusted  for  any  difference 
in  its  value  not  due  to  mere  lapse  of 
time  as  of  the  date  6  months  (1  year, 
if  the  decedent  died  on  or  before  Decem¬ 
ber  31,  1970)  after  the  decedent’s  death, 
or  as  of  the  date  of  its  distribution,  sale, 
exchange,  or  other  disposition,  which¬ 
ever  date  first  occurs. 

(b)  Method  and  effect  of  election.  (1) 
While  it  is  the  purpose  of  section  2032  to 
permit  a  reduction  in  the  amount  of  tax 
that  would  otherwise  be  payable  if  the 
gross  estate  has  suffered  a  shrinkage  in 
its  aggregate  value  in  the  6  months  (1 
year,  if  the  decedent  died  on  or  before 
December  31,  1970)  following  the  dece¬ 
dent’s  death,  the  alternate  valuation 
method  is  not  automatic  but  must  be 
elected.  Furthermore,  the  alternate  valu¬ 
ation  method  may  be  elected  whether  or 
not  there  has  been  a  shrinkage  in  the 
aggregate  value  of  the  estate.  However, 
the  election  is  not  effective  for  any  pur¬ 
pose  unless  the  value  of  the  gross  estate 
at  the  time  of  the  decedent’s  death  ex¬ 
ceeded  $60,000,  so  that  an  estate  tax  re¬ 
turn  is  required  to  be  filed  under  section 
6018. 

(2)  If  the  alternate  valuation  method 
under  section  2032  is  to  be  used,  section 
2032(c)  requires  that  the  executor  must 
so  elect  on  the  estate  tax  return  required 
under  section  6018,  filed  within  9  months 
(15  months,  if  the  decedent  died  on  or 
before  December  31,  1970)  from  the 
date  of  the  decedent’s  death  or  within 
the  period  of  any  extension  of  time 
granted  by  the  district  director  under 
section  6081.  In  no  case  may  the  election 
be  exercised,  or  a  previous  election 
changed,  after  the  expiration  of  such 
time.  If  the  election  is  made,  it  applies  to 
all  the  property  included  in  the  gross 
estate,  and  cannot  be  applied  to  only  a 
portion  of  the  property. 

*  •  *  •  * 

(f )  Mere  lapse  of  time.  *  *  * 

(1)  Life  estates,  remainders,  and  sim¬ 
ilar  interests.  The  values  of  life  estates, 
remainders,  and  similar  interests  are  to 
be  obtained  by  applying  the  methods  pre¬ 
scribed  in  §  20.2031-7,  using  (i)  the  age 
of  each  person,  the  duration  of  whose  life 
may  affect  the  value  of  the  interest,  as  of 
the  date  of  the  decedent’s  death,  and  (ii) 
the  value  of  the  property  as  of  the  alter¬ 
nate  date.  For  example,  assume  that  the 
decedent  or  his  estate  was  entitled  to 
receive  property  upon  the  death  of  his 
elder  brother  who  was  entitled  to  receive 
the  income  therefrom  for  life.  At  the  date 
of  the  decedent’s  death,  the  property  was 
worth  $50,000  and  the  elder  brother  was 
31  years  old.  The  value  of  the  decedent’s 
remainder  interest  at  the  date  of  his 
death  would,  as  explained  in  paragraph 
(d)  of  §  20.2031-7,  be  $14,466  ($50,000 
X  0.28932).  If,  because  of  economic  con¬ 
ditions,  the  property  declined  in  value 
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and  was  worth  only  $40,000,  6  months  (1 
year  if  the  decedent  died  on  or  before 
December  31,  1970)  after  the  date  of  the 
decedent’s  death,  the  value  of  the  re¬ 
mainder  interest  as  of  the  alternate  date 
would  be  $11,572.80  ($40,000  X 0.28932), 
even  though  the  elder  brother  may  be  32 
years  old  on  the  alternate  date. 

*  *  •  *  * 

(g)  Effect  of  election  on  deductions.  If 
the  executor  elects  the  alternate  valua¬ 
tion  method  under  section  2032,  any 
deduction  for  administration  expenses 
under  section  2053(b)  (pertaining  to 
property  not  subject  to  claims)  or  losses 
under  section  2054  (or  section  2106(a) 
(1),  relating  to  estates  of  nonresidents 
not  citizens)  is  allowed  only  to  the  extent 
that  it  is  not  otherwise  in  effect  allowed 
in  determining  the  value  of  the  gross 
estate.  Furthermore,  the  amount  of  any 
charitable  deduction  under  section  2055 
(or  section  2106(a)(2),  relating  to  the 
estates  of  nonresidents  not  citizens)  or 
the  amount  of  any  marital  deduction  un¬ 
der  section  2056  is  determined  by  the 
value  of  the  property  with  respect  to 
which  the  deduction  is  allowed  as  of  the 
date  of  the  decedent’s  death,  adjusted, 
however,  for  any  difference  in  its  value 
as  of  the  date  6  months  (1  year,  if  the 
decedent  died  on  or  before  December  31, 
1970)  after  death,  or  as  of  the  date  of 
its  distribution,  sale,  exchange,  or  other 
disposition,  whichever  first  occurs.  How¬ 
ever,  no  such  adjustment  may  take  into 
account  any  difference  in  value  due  to 
lapse  of  time  or  to  the  occurrence  or 
nonoocurrence  of  a  contingency. 

Par.  11.  Section  20.2053-1  is  amended 
by  revising  paragraph  (c)  (2)  to  read  as 
follows: 

§  20.2053-1  Deductions  for  expenses, 
indebtedness,  and  taxes;  in  general. 
*  •  •  *  • 

(c)  Provision  applicable  to  first  cate¬ 
gory  only.  *  *  * 

(2)  Amounts  paid,  out  of  property  not 
subject  to  claims  against  the  decedent’s 
estate,  within  9  months  (15  months  in 
the  case  of  the  estate  of  a  decedent  dying 
before  January  1,  1971)  after  the  de¬ 
cedent’s  death  (the  period  within  which 
the  estate  tax  return  must  be  filed  under 
section  6075) ,  or  within  any  extension  of 
time  for  filing  the  return  granted  under 
section  6081. 

*  •  *  *  * 

Par.  12.  Section  20.2055  is  amended  by 
revising  section  2055(a)  (2)  and  (3),  by 
revising  section  2055(b)(2)(C),  by  re¬ 
vising  section  2055(e),  and  by  revising 
the  historical  note.  These  revised  provi¬ 
sions  read  as  follows: 

§  20.2055  Statutory  provisions;  trans¬ 
fers  for  public,  charitable,  and  reli¬ 
gious  uses. 

Sec.  2055.  Transfers  for  public,  charitable, 
and  religious  uses — (a)  In  general.  •  *  • 

(2)  To  or  for  the  use  of  any  corporation 
organized  and  operated  exclusively  for  reli¬ 
gious,  charitable,  scientific,  literary,  or  edu¬ 
cational  purposes,  Including  the  encourage¬ 
ment  of  art  and  the  prevention  of  cruelty 
to  children  or  animals,  no  part  of  the  net 
earnings  of  which  Insures  to  the  benefit  of 


any  private  stockholder  or  individual,  no 
substantial  part  of  the  activities  pf  which 
is  carrying  on  propaganda,  or  otherwise  at¬ 
tempting,  to  influence  legislation,  and  which 
does  not  participate  in,  or  intervene  in  (in¬ 
cluding  the  publishing  or  distributing  of 
statements),  any  political  campaign  on  be¬ 
half  of  any  candidate  for  public  office; 

(3)  To  a  trustee  or  trustees,  or  a  fraternal 
society,  order,  or  association  operating  under 
the  lodge  system,  but  only  If  such  contribu¬ 
tions  or  gifts  are  to  be  used  by  such  trustee 
or  trustees,  or  by  such  fraternal  society,  or¬ 
der,  or  association,  exclusively  for  religious, 
charitable,  scientific,  literary,  or  educational 
purposes,  or  for  the  prevention  of  cruelty  to 
children  or  animals,  no  substantial  part  of 
the  activities  of  such  trustee  or  trustees,  or 
of  such  fraternal  society,  order,  or  associa¬ 
tion,  is  carrying  on  propaganda,  or  otherwise 
attempting,  to  influence  legislation,  and  such 
trustee  or  trustees,  or  such  fraternal  society, 
order,  or  association,  does  not  participate  in, 
or  intervene  in  (Including  the  publishing 
or  distributing  of  statements),  any  political 
campaign  on  behalf  of  any  candidate  for 
public  office;  or 

•  •  •  •  • 

(b)  Powers  of  appointment  •  •  • 

(2)  Special  rule  for  certain  bequests  sub¬ 
ject  to  power  of  appointment.  *  *  • 

(C)  Such  surviving  spouse  by  affidavit  ex¬ 
ecuted  within  6  months  after  the  death  of 
the  decedent  specifies  the  organizations  de¬ 
scribed  In  subsection  (a)(2)  In  favor  of 
which  he  intends  to  exercise  the  power  of 
appointment  and  indicates  the  amount  or 
proportion  each  such  organization  is  to  re¬ 
ceive;  and 

•  •  •  •  • 

(e)  Disallowance  of  deductions  in  certain 
cases.  (1)  No  deduction  shall  be  allowed  un¬ 
der  this  section  for  a  transfer  to  or  for  the 
use  of  an  organization  or  trust  described  In 
section  508(d)  or  4948(c)(4)  subject  to  the 
conditions  specified  In  such  sections. 

(2)  Where  an  Interest  In  property  (other 
than  a  remainder  Interest  In  a  personal  resi¬ 
dence  or  farm  or  an  undivided  portion  of  the 
decedent's  entire  Interest  In  property)  passes 
or  has  passed  from  the  decedent  to  a  per¬ 
son,  or  for  a  use,  described  in  subsection  (a) , 
and  an  Interest  (other  than  an  Interest  which 
is  extinguished  upon  the  decedent’s  death) 
In  the  same  property  passes  or  has  passed 
(for  less  than  an  adequate  and  full  consider¬ 
ation  in  money  or  money's  worth)  from  the 
decedent  to  a  person,  or  for  a  use,  not  de¬ 
scribed  in  subsection  (a),  no  deduction  shall 
be  allowed  under  this  section  for  the  Interest 
which  passes  or  has  passed  to  the  person, 
or  for  the  use,  described  In  subsection  (a) 
unless — 

(A)  In  the  case  of  a  remainder  interest, 
such  Interest  Is  in  a  trust  which  is  a  chari¬ 
table  remainder  annuity  trust  or  a  charitable 
remainder  unitrust  (described  in  section 
664)  or  a  pooled  Income  fund  (described  in 
section  642(c)  (5) ), or 

(B)  In  the  case  of  any  other  Interest,  such 
interest  is  in  the  form  of  a  guaranteed  an¬ 
nuity  or  is  a  fixed  percentage  distributed 
yearly  of  the  fair  market  value  of  the  prop¬ 
erty  (to  be  determined  yearly) . 

***** 

JSec.  2055  as  amended  by  sec.  1,  Act  of  Aug.  6, 
1956  (Pub.  Law  1011,  84th  Cong.,  70  Stat. 
1075);  sec.  30(d),  Technical  Amendments 
Act  1958  (72  Stat.  1631);  sec.  201(d),  Tax 
Reform  Act  1969  (  83  Stat.  560);  sec.  101(c), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1836)  ] 

Par.  13.  Section  20.2055-2  is  amended 
by  revising  paragraph  (c)  (1)  to  read  as 
follows: 


§  20.2055—2  Transfers  not  exclusively 
for  charitable  purposes. 
***** 

(c)  Disclaimers.  *  *  * 

(1)  A  disclaimer  of  a  bequest,  devise, 
transfer,  or  power,  if  (i)  the  disclaimer 
is  made  within  9  months  (15  months, 
if  the  decendent  died  on  or  before  De¬ 
cember  31,  1970)  after  the  decendent 's 
death  (the  period  of  time  within  which 
the  estate  tax  return  must  be  filed  under 
section  6075)  or  within  any  extension  of 
time  for  filing  the  return  granted  pur¬ 
suant  to  section  6081,  and  (ii)  the  dis¬ 
claimer  is  irrevocable  at  the  time  the 
deduction  is  allowed,  or 

♦  •  *  •  * 

Par.  14.  Section  20.2204  is  amended  to 
read  as  follows: 

§  20.2204  Statutory  provisions ;  dis¬ 
charge  of  fiduciary  from  personal 
liability. 

(a)  Section  2204  as  amended  by  section 
101(d)  of  the  Excise,  Estate,  and  Gift  Tax 
Adjustment  Act  of  1970: 

Sec.  2204.  Discharge  of  fiduciary  from  per¬ 
sonal  liability — (a)  General  rule.  If  the  ex¬ 
ecutor  makes  written  application  to  the  Sec¬ 
retary  or  his  delegate  lor  determination  of 
the  amount  of  the  tax  and  discharge  from 
personal  liability  therefor,  the  Secretary 
or  his  delegate  (as  soon  as  possible,  and  in 
any  event  within  1  year  after  the  making  of 
such  application,  or,  if  the  application  is 
made  before  the  return  is  filed  then  within 
1  year  after  the  return  is  filed,  but  not  after 
the  expiration  of  the  period  prescribed  for 
the  assessment  of  the  tax  in  section  6501) 
shall  notify  the  executor  of  the  amount  of 
the  tax.  The  executor,  on  payment  of  the 
amount  of  which  he  1s  notified  (other  than 
any  amount  the  time  for  payment  of  which 
is  extended  under  section  6161,  6163,  or  6166) , 
and  on  furnishing  any  bond  which  may  be 
required  for  any  amount  for  which  the  time 
for  payment  is  extended,  shaU  be  discharged 
from  personal  liability  for  any  deficiency  in 
tax  thereafter  found  to  be  due  and  shall  be 
entitled  to  a  receipt  or  writing  showing  such 
discharge. 

(b)  Fiduciary  other  than  the  executor.  It 
a  fiduciary  (not  including  a  fiduciary  in  re¬ 
spect  of  the  estate  of  a  nonresident  dece¬ 
dent)  other  than  the  executor  makes  written 
application  to  the  Secretary  or  his  delegate 
for  determination  of  the  amount  of  any  es¬ 
tate  tax  for  which  the  fiduciary  may  be  per¬ 
sonally  liable,  and  for  discharge  from  per¬ 
sonal  liability  therefor,  the  Secretary  or  his 
delegate  upon  the  discharge  of  the  executor 
from  personal  liability  under  subsection  (a) , 
or  upon  the  expiration  of  6  months  after  the 
making  of  such  application  by  the  fiduciary, 
if  later,  shall  notify  the  fiduciary  (1)  of  the 
amount  of  such  tax  for  which  it  has  been  de¬ 
termined  the  fiduciary  is  liable,  or  (2)  that  it 
has  been  determined  that  the  fiduciary  is 
not  liable  for  any  such  tax.  Such  application 
shall  be  accompanied  by  a  copy  of  the  in¬ 
strument,  if  any,  under  which  such  fiduciary 
is  acting,  a  description  of  the  property  held 
by  the  fiduciary,  and  such  other  information 
for  purposes  of  carrying  out  the  provisions 
of  this  section  as  the  Secretary  or  his  dele¬ 
gate  may  require  by  regulations.  On  pay¬ 
ment  of  the  amount  of  such  tax  for  which 
it  has  been  determined  the  fiduciary  is  lia¬ 
ble  (other  than  any  amount  the  time  for 
payment  of  which  has  not  been  extended 
under  section  6161,  6163,  or  6166),  and  on 
furnishing  any  bond  which  may  be  required 
for  any  amount  for  which  the  time  for  pay¬ 
ment  has  been  extended,  or  on  receipt  by  him 
of  notification  of  a  determination  that  he  is 
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not  liable  for  any  such  tax,  the  fiduciary 
shall  be  discharged  from  personal  liability  for 
any  deficiency  in  such  tax  thereafter  found 
to  be  due  and  shall  be  entitled  to  a  receipt 
or  writing  evidencing  such  discharge. 

[Sec.  2204  as  amended  by  sec.  101(d) ,  Excise, 
Estate,  and  Gift  Tax  Adjustment  Act  1970 
(84  Stat.  1836)  ] 

(b)  Section  101(f)  of  the  Excise,  Estate, 
and  Gift  Tax  Adjustment  Act  of  1970: 

(f)  Reduction  of  Period  for  Discharge  of 
Executor  from  Personal  Liability. — Effective 
with  respect  to  the  estates  of  decedents  dying 
after  December  31,  1973,  sections  2204  and 
6905  are  each  amended  by  striking  out  “1 
year”  and  inserting  in  lieu  thereof  “9 
months”. 

[Sec.  101(f),  Excise,  Estate,  and  Gift  Tax 
Adjustment  Act  1970  (84  Stat.  1838)  ] 

Par.  15.  Section  20.2204-1  is  amended 
to  read  as  follows: 

§  20.2204—1  Discharge  of  executor  from 
personal  liability. 

(a)  General  rule.  The  executor  of  a 
decedent’s  estate  may  make  written  ap¬ 
plication  to  the  applicable  internal  reve¬ 
nue  officer  with  whom  the  estate  tax  re¬ 
turn  is  required  to  be  filed,  as  provided 
in  §  20.6091-1,  for  a  determination  of  the 
Federal  estate  tax  and  for  a  discharge  of 
personal  liability  therefrom.  Within  9 
months  (1  year  with  respect  to  the  estate 
of  a  decedent  dying  before  January  1, 
1974)  after  receipt  of  the  application,  or 
if  the  application  is  made  before  the  re¬ 
turn  is  filed  then  within  9  months  ( 1  year 
with  respect  to  the  estate  of  a  decedent 
dying  before  January  1,  1974)  after  the 
return  is  filed,  the  executor  will  be  noti¬ 
fied  of  the  amount  of  the  tax  and,  upon 
payment  thereof,  he  will  be  discharged 
from  personal  liability  for  any  deficiency 
in  the  tax  thereafter  found  to  be  due. 
If  no  such  notification  is  received,  the 
executor  is  discharged  at  the  end  of  such 
9  month  (1  year  if  applicable)  period 
from  personal  liability  for  any  deficiency 
thereafter  found  to  be  due.  The  dis¬ 
charge  of  the  executor  from  personal  li¬ 
ability  under  this  section  applies  only  to 
him  in  his  personal  capacity  and  to  his 
personal  assets.  The  discharge  is  not  ap¬ 
plicable  to  his  liability  as  executor  to  the 
extent  of  the  assets  of  the  estate  in  his 
possession  or  control.  Further,  the  dis¬ 
charge  is  not  to  operate  as  a  release  of 
any  part  of  the  gross  estate  from  the  lien 
for  estate  tax  for  any  deficiency  that  may 
thereafter  be  determined  to  be  due. 

(b)  Special  rule  in  the  case  of  exten¬ 
sion  of  time  for  payment  of  tax.  In  addi¬ 
tion  to  the  provisions  of  paragraph  (a) 
of  this  section,  an  executor  of  the  estate 
of  a  decedent  dying  after  December  31, 
1970,  may  make  written  application  to 
be  discharged  from  personal  liability  for 
the  amount  of  Federal  estate  tax  for 
which  the  time  for  payment  has  been 
extended  under  section  6161,  6163,  or 
6166.  In  such  a  case,  the  executor  w7ill  be 
notified  of  the  amount  of  bond,  if  any,  to 
be  furnished  within  9  months  (1  year 
with  respect  to  the  estate  of  a  decedent 
dying  before  January  1,  1974)  after  re¬ 
ceipt  of  the  application,  or,  if  the  appli¬ 
cation  is  made  before  the  return  is  filed, 
within  9  months  (1  year  with  respect  to 
the  estate  of  a  decedent  dying  before 
January  1,  1974)  after  the  return  is  filed. 
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The  amount  of  any  bond  required  under 
the  provisions  of  this  paragraph  shall  not 
exceed  the  amount  of  tax  the  payment 
of  which  has  been  extended.  Upon  fur¬ 
nishing  the  bond  in  the  form  required 
under  §  301.7101-1  of  this  chapter  (Reg¬ 
ulations  on  Procedure  and  Administra¬ 
tion),  or  upon  receipt  of  the  notification 
that  no  bond  is  required,  the  executor 
will  be  discharged  from  personal  liability 
for  the  tax  the  payment  of  which  has 
been  extended.  If  no  notification  is  re¬ 
ceived,  the  executor  is  discharged  at  the 
end  of  such  9  month  period  (or  1  year 
period  if  applicable)  from  personal  li¬ 
ability  for  the  tax  the  payment  of  which 
has  been  extended. 

Par.  16.  The  following  section  is  in¬ 
serted  immediately  before  §  20.2205: 

§  20.2204—2  Discharge  of  fiduciary 
other  than  executor  from  personal 
liability. 

(a)  A  fiduciary  (not  including  a  fidu¬ 
ciary  of  the  estate  of  a  nonresident  de¬ 
cedent),  other  than  the  executor,  who 
as  a  fiduciary  holds,  or  has  held  at  any 
time  since  the  decedent’s  death,  prop¬ 
erty  transferred  to  the  fiduciary  from  a 
decedent  dying  after  December  31,  1970, 
or  his  estate,  may  make  written  appli¬ 
cation  to  the  applicable  internal  reve¬ 
nue  officer  with  whom  the  estate  tax  re¬ 
turn  is  required  to  be  filed,  as  provided 
in  §  20.6091-1,  for  a  determination  of  the 
Federal  estate  tax  liability  with  respect 
to  such  property  and  for  a  discharge  of 
personal  liability  therefrom.  The  appli¬ 
cation  must  be  accompanied  by  a  copy 
of  the  instrument,  if  any,  under  which 
the  fiduciary  is  acting,  a  description  of 
all  the  property  transferred  to  the 
fiduciary  from  the  decedent  or  his  estate, 
and  any  other  information  that  would 
be  relevant  to  a  determination  of  the 
fiduciary’s  tax  liability. 

(b)  Upon  the  discharge  of  the  execu¬ 
tor  from  personal  liability  under 
§  20.2204-1,  or,  if  later,  within  6  months 
after  the  receipt  of  the  application  filed 
by  a  fiduciary  pursuant  to  the  provisions 
of  paragraph  (a)  of  this  section,  such 
fiduciary  will  be  notified  either  (1)  of 
the  amount  of  tax  for  which  it  has  been 
determined  the  fiduciary  is  liable,  or  (2) 
that  it  has  been  determined  that  the 
fiduciary  is  not  liable  for  any  such  tax. 
The  fiduciary  will  also  be  notified  of  the 
amount  of  bond,  if  any,  to  be  furnished 
for  any  Federal  estate  tax  for  which  the 
time  for  payment  has  been  extended  un¬ 
der  section  6161,  6163,  or  6166.  The 
amount  of  any  bond  required  under  the 
provisions  of  this  paragraph  shall  not 
exceed  the  amount  of  tax  the  payment 
of  which  has  been  so  extended.  Upon 
payment  of  the  amount  for  which  it  has 
been  determined  the  fiduciary  is  liable, 
and  upon  furnishing  any  bond  required 
under  this  paragraph  in  the  form  speci¬ 
fied  under  §  301.7101-1  of  this  chapter 
(Regulations  on  Procedure  and  Admin¬ 
istration),  or  upon  receipt  by  the  fidu¬ 
ciary  of  notification  of  a  determination 
that  he  is  not  liable  for  such  tax  or  that 
a  bond  is  not  required,  the  fiduciary  will 
be  discharged  from  personal  liability  for 
any  deficiency  in  the  tax  thereafter 
found  to  be  due.  If  no  such  notification 


is  received,  the  fiduciary  is  discharged 
at  the  end  of  such  6  months  (or  upon 
discharge  of  the  executor,  if  later)  from 
personal  liability  for  any  deficiency 
thereafter  found  to  be  due.  The  dis¬ 
charge  of  the  fiduciary  from  personal 
liability  under  this  section  applies  only 
to  him  in  his  personal  capacity  and  to 
his  personal  assets.  The  discharge  is  not 
applicable  to  his  liability  as  a  fiduciary 
(such  as  a  trustee)  to  the  extent  of  the 
assets  of  the  estate  in  his  possession  or 
control.  Further,  the  discharge  is  not 
to  operate  as  a  release  of  any  part  of 
the  gross  estate  from  the  lien  for  estate 
tax  for  any  deficiency  that  may  there¬ 
after  be  determined  to  be  due. 

Par.  17.  Section  20.6001-1  is  amended 
by  revising  paragraph  (b)  to  read  as 
follows: 

§  20.6001—1  Persons  required  to  keep 
records  and  render  statements. 

*  *  *  *  • 

(b)  In  addition  to  filing  an  estate  tax 
return  (see  §  20.6018-1)  and,  if  applica¬ 
ble,  a  preliminary  notice  (see  §  20.6036- 
1),  the  executor  shall  furnish  such 
supplemental  data  as  may  be  necessary 
to  establish  the  correct  estate  tax.  It  is 
therefore  the  duty  of  the  executor  (1) 
to  furnish,  upon  request,  copies  of  any 
documents  in  his  possession  (or  on  file 
in  any  court  having  jurisdiction  over  the 
estate)  relating  to  the  estate,  appraisal 
lists  of  any  items  included  in  the  gross 
estate,  copies  of  balance  sheets  or  other 
financial  statements  obtainable  by  him 
relating  to  the  value  of  stock,  and  any 
other  information  obtainable  by  him 
that  may  be  found  necessary  in  the 
determination  of  the  tax,  and  (2)  to 
render  any  written  statement,  contain¬ 
ing  a  declaration  that  it  is  made  under 
penalties  of  perjury,  of  facts  within  his 
knowledge  which  the  district  director 
may  require  for  the  purpose  of  deter¬ 
mining  whether  a  tax  liability  exists 
and,  if  so,  the  extent  thereof.  Failure  to 
comply  with  such  a  request  will  render 
the  executor  liable  to  penalties  (see  sec¬ 
tion  7269),  and  proceedings  may  be  in¬ 
stituted  in  the  proper  court  of  the  United 
States  to  secure  compliance  therewith 
(see  section  7604) . 

•  *  *  •  * 

Par.  18,  Section  20.6011-1  is  amended 
by  revising  paragraph  (b)  to  read  as 
follows: 

§  20.6011—1  General  requirement  of  re¬ 
turn,  statement,  or  list. 

(b)  Use  of  prescribed  forms.  Copies  of 
the  forms  prescribed  by  §§  20.6018-1  and 
20.6036-1  may  be  obtained  from  district 
directors.  The  fact  that  an  executor  has 
not  been  furnished  with  copies  of  these 
forms  will  not  excuse  him  from  making  a 
return  or,  if  applicable,  from  filing  a 
preliminary  notice.  Application  for  a 
form  shall  be  made  to  the  district  director 
in  ample  time  for  the  executor  to  have 
the  form  prepared,  verified,  and  filed 
with  the  appropriate  internal  revenue 
office  on  or  before  the  date  prescribed 
for  the  filing  thereof  (see  §§  20.6071-1 
and  20.6075-1).  The  executor  shall  care- 
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fully  prepare  the  return  and,  if  appli- 
'  cable,  the  preliminary  notice  so  as  to  set 
forth  fully  and  clearly  the  data  called  for 
therein.  A  return  or,  if  applicable,  a 
preliminary  notice  which  has  not  been 
so  prepared  will  not  be  accepted  as  meet¬ 
ing  the  requirements  of  §§  20.6018-1 
through  20.6018-4,  and  §  20.6036-1. 

Par.  19.  Section  20.6018-3  is  amended 
by  revising  paragraph  (c)  (6)  to  read  as 
follows: 

§  20.6018—3  Returns;  contents  of  re¬ 
turn. 

•  *  *  *  • 

(c)  Provisions  applicable  to  returns 
described  in  paragraphs  (c)  and  (b)  of 
this  section.  *  *  * 

(6)  If,  pursuant  to  section  2032,  the 
executor  elects  to  have  the  estate  valued 
at  a  date  or  dates  subsequent  to  the  time 
of  the  decedent’s  death,  there  must  be  set 
forth  on  the  return:  (i)  An  itemized 
description  of  all  property  included  in 
the  gross  estate  on  the  date  of  the 
decedent’s  death,  together  with  the  value 
of  each  item  as  of  that  date;  (ii)  an 
itemized  disclosure  of  all  distributions, 
sales,  exchanges,  and  other  dispositions 
of  any  property  during  the  6  month  (1 
year,  if  the  decedent  died  on  or  before 
December  31,  1970)  period  after  the  date 
of  the  decedent’s  death,  together  with  the 
dates  thereof;  and  (iii)  the  value  of  each 
item  of  property  in  accordance  with  the 
provisions  of  section  2032  (see  §  20.- 
2032-1).  Interest  and  rents  accrued  at 
the  date  of  the  decedent’s  death  and 
dividends  declared  to  stockholders  of  rec¬ 
ord  on  or  before  the  date  of  the  decedent’s 
death  and  not  collected  at  that  date  are 
to  be  shown  separately.  (See  also  para¬ 
graph  (e)  of  §  20.6018-4  with  respect  to 
documents  required  to  be  filed  with  the 
return.) 

•  *  *  •  • 

Par.  20.  Section  20.6018-4  is  amended 
by  revising  paragraph  (e)  to  read  as 
follows: 

§  20.6018—4  Returns;  documents  to  ac¬ 
company  the  return. 
***** 

(e)  If,  pursuant  to  section  2032,  the 
executor  elects  to  have  the  estate  valued 
at  a  date  or  dates  subsequent  to  the  time 
of  the  decedent’s  death,  the  executor 
shall  file  with  the  return  evidence  in  sup¬ 
port  of  any  statements  made  by  him  in 
the  return  as  to  distributions,  sales,  ex¬ 
changes,  or  other  dispositions  of  prop¬ 
erty  during  the  6  month  (1  year,  if  the 
decedent  died  on  or  before  December  31, 
1970)  period  which  followed  the  dece¬ 
dent’s  death.  If  the  court  having  juris¬ 
diction  over  the  estate  makes  an  order 
or  decree  of  distribution  during  that  pe¬ 
riod,  a  certified  copy  thereof  must  be  sub¬ 
mitted  as  part  of  the  evidence.  The  dis¬ 
trict  director,  or  the  director  of  a  service 
center,  may  require  the  submission  of 
such  additional  evidence  as  is  deemed 
necessary. 

*  *  *  •  • 

Par.  21.  Section  20.6036-1  is  amended 
to  read  as  follows: 


§  20.6036—1  Notice  of  qualification  as 
executor  of  estate  of  decedent  dying 
before  1971. 

(a)  Preliminary  notice.  With  respect 
to  the  estate  of  a  decedent  dying  before 
January  1,  1971,  a  preliminary  notice  is 
required  to  be  filed  on  Form  704  in  the 
case  of  every  citizen  or  resident  of  the 
United  States  whose  gross  estate  ex¬ 
ceeded  $60,000  in  value  at  the  date  of 
death,  and  on  Form  705  in  the  case  of 
every  nonresident  who  is  not  a  citizen 
if  that  part  of  his  gross  estate  which  was 
situated  in  the  United  States  (see 
§  20.2104-1)  exceeded  $2,000  in  value  at 
the  date  of  death.  The  value  of  the  gross 
estate  at  the  date  of  death  governs  with 
respect  to  the  filing  of  the  notice  regard¬ 
less  of  whether  the  value  of  the  gross 
estate  is,  at  the  executor’s  election,  finally 
determined  as  of  a  date  subsequent  to  the 
date  of  death  pursuant  to  the  provisions 
of  section  2032.  If  there  is  doubt  as  to 
whether  the  gross  estate  exceeds  $60,000 
or  $2,000,  as  the  case  may  be,  the  notice 
shall  be  filed  as  a  matter  of  precaution 
in  order  to  avoid  the  possibility  of  penal¬ 
ties  attaching.  The  primary  purpose  of 
the  notice  is  to  advise  the  Internal  Reve¬ 
nue  Service  of  the  existence  of  taxable 
estates,  and  filing  shall  not  be  delayed 
beyond  the  period  provided  for  in 
§  20.6071-1  merely  because  of  uncertainty 
as  to  the  exact  value  of  the  assets.  The 
estimate  of  the  gross  estate  called  for  by 
the  notice  shall  be  the  best  approxima¬ 
tion  of  value  which  can  be  made  within 
the  time  allowed.  Duplicate  copies  of  the 
preliminary  notice  are  not  required  to  be 
filed.  For  criminal  penalties  for  failure  to 
file  a  notice  and  filing  a  false  or  fraudu¬ 
lent  notice,  see  sections  7203,  7207,  and 
7269.  See  §  20.6091-1  for  the  place  for  fil¬ 
ing  the  notice.  See  §  20.6071-1  for  the 
time  for  filing  the  notice. 

(b)  Persons  required  to  file.  In  the 
case  of  an  estate  of  a  citizen  or  resident 
of  the  United  States  described  in  para¬ 
graph  (a)  of  this  section,  the  prelimi¬ 
nary  notice  must  be  filed  by  the  duly 
qualified  executor  or  administrator,  or 
if  none  qualifies  within  two  months  after 
the  decedent’s  death,  by  every  person  in 
actual  or  constructive  possession  of  any 
property  of  the  decedent  at  or  after  the 
time  of  the  decedent’s  death.  The  signa¬ 
ture  of  one  executor  or  administrator  on 
the  preliminary  notice  is  sufficient.  In 
the  case  of  a  nonresident  not  a  citizen, 
the  notice  must  be  filed  by  every  duly 
qualified  executor  or  administrator 
within  the  United  States,  or  if  none 
qualifies  within  two  months  after  the  de¬ 
cedent’s  death,  by  every  person  in  actual 
or  constructive  possession  of  any  prop¬ 
erty  of  the  decedent  at  or  after  the  time 
of  the  decedent’s  death. 

Par.  22.  The  following  new  section  is 
added  immediately  before  §  20.6061: 

§  20.6036—2  Notice  of  qualification  as 
executor  of  estate  of  decedent  dying 
after  1970. 

In  the  case  of  the  estate  of  a  decedent 
dying  after  December  31,  1970,  no  special 
notice  of  qualification  as  executor  of  an 
estate  is  required  to  be  filed.  The  require¬ 


ment  of  section  6036  for  notification  of 
qualification  as  executor  of  an  estate 
shall  be’  satisfied  by  the  filing  of  the 
estate  tax  return  required  by  section 
6018  and  the  regulations  thereunder. 

Par.  23.  Section  20.6071-1  is  amended 
to  read  as  follows : 

§  20.6071—1  Time  for  filing  preliminary 
notice  required  by  §  20.6036—1. 

In  the  case  of  the  estate  of  a  decedent 
dying  before  January  1,  1971,  if  a  duly 
qualified  executor  or  administrator  of 
the  estate  of  such  a  decedent  who  was 
a  resident  or  a  citizen  of  the  United 
States  qualifies  within  two  months  after 
a  decedent’s  death,  or  if  a  duly  qualified 
executor  or  administrator  of  the  estate 
of  such  a  decedent  who  was  a  nonresi¬ 
dent  not  a  citizen  qualifies  within  the 
United  States  within  two  months  after 
the  decedent’s  death,  the  preliminary 
notice  required  by  §  20.6036-1  must  be 
filed  within  two  months  after  his  quali¬ 
fication.  If  no  such  executor  or  adminis¬ 
trator  qualifies  within  that  period,  the 
preliminary  notice  must  be  filed  within 
two  months  of  the  decedent’s  death. 

Par.  24.  Section  20.6075  is  amended  by 
revising  section  6075(a)  and  adding  a 
historical  note.  These  revised  and  added 
provisions  read  as  follows: 

§  20.6075  Statutory  provisions;  time  for 
filing  estate  tax  return. 

Sec.  6075.  Time  for  filing  estate  and  gift 
tax  returns — (a)  Estate  tax  returns.  Returns 
made  under  section  6018(a)  (relating  to 
estate  taxes)  shall  be  filed  within  9  months 
after  the  date  of  the  decedent’s  death. 

•  •  •  •  • 

[Sec.  6075  as  amended  by  sec.  101(b),  Excise, 
Estate,  and  Olft  Tax  Adjustment  Act  1970 
(84  Stat.  1836)  ] 

Par.  25.  Section  20.6075-1  is  amended 
to  read  as  follows: 

§  20.6075—1  Returns;  time  for  filing 
estate  tax  return. 

The  estate  tax  return  required  by  sec¬ 
tion  6018  must  be  filed  on  or  before  the 
due  date.  The  due  date  is  the  date  on  or 
before  which  the  return  is  required  to 
be  filed  in  accordance  with  the  provi¬ 
sions  of  section  6075(a)  or  the  last  day 
of  the  period  covered  by  an  extension  of 
time  granted  by  the  district  director  or 
the  director  of  a  service  center  as  pro¬ 
vided  in  §  20.6081-1.  The  due  date,  with 
respect  to  a  decedent  dying  after  De¬ 
cember  31,  1970,  is,  unless  an  extension 
of  time  for  filing  has  been  granted,  the 
day  of  the  ninth  calendar  month  after 
the  decedent’s  death  numerically  corre¬ 
sponding  to  the  day  of  the  calendar 
month  on  which  death  occurred,  except 
that,  if  there  is  no  numerically  corre¬ 
sponding  day  in  such  ninth  month,  the 
last  day  of  the  ninth  month  is  the  due 
date.  For  example,  if  the  decedent  dies 
on  July  31,  1972,  the  estate  tax  return 
and  tax  payment  must  be  made  on  or 
before  April  30,  1973.  The  due  date,  with 
respect  to  a  decedent  dying  before  Janu¬ 
ary  1,  1971,  is,  unless  an  extension  of 
time  for  filing  has  been  granted,  the  day 
of  the  fifteenth  calendar  month  after  the 
decedent’s  death  numerically  correspond- 
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ing  to  the  day  of  the  calendar  month  on 
which  death  occurred,  except  that,  if 
there  is  no  numerically  corresponding 
day  in  such  fifteenth  month,  the  last  day 
of  the  fifteenth  month  is  the  due  date. 
When  the  due  date  falls  on  Saturday, 
Sunday,  or  a  legal  holiday,  the  due  date 
for  filing  the  return  is  the  next  succeed¬ 
ing  day  which  is  not  Saturday,  Sunday,  or 
a  legal  holiday.  For  definition  of  a  legal 
holiday,  see  section  7503  and  §  301.7503-1 
of  this  chapter  (Regulations  on  Proce¬ 
dure  and  Administration).  As  to  addi¬ 
tions  to  the  tax  in  the  case  of  failure  to 
file  the  return  or  pay  the  tax  within  the 
prescribed  time,  see  section  6651  and 
§  301.6651-1  of  this  chapter  (Regulations 
on  Procedure  and  Administration).  For 
rules  with  respect  to  the  right  to  elect 
to  have  the  property  valued  as  of  a  date 
or  dates  subsequent  to  the  decedent’s 
death,  see  §  20.2032-1.  and  section  7502 
and  §  301.7502-1  of  this  chapter  (Regula¬ 
tions  on  Procedure  and  Administration). 

Par.  26.  Section  20.6081-1  is  amended 
by  revising  paragraphs  (a)  and  (b)  to 
read  as  follows: 

§  20.6081—1  Extension  of  time  for  filing 

the  return. 

(a)  In  case  it  is  impossible  or  imprac¬ 
ticable  for  the  executor  to  file  a  reason¬ 
ably  complete  return  within  9  months 
(15  months  in  the  case  of  a  decedent 
dying  before  January  1,  1971)  from  the 
date  of  death,  the  district  director  or 
the  director  of  a  service  center  may,  upon 
a  showing  of  good  and  sufficient  cause, 
grant  a  reasonable  extension  of  time  for 
filing  the  return  required  by  section  6018. 
Unless  the  executor  is  abroad,  the  exten¬ 
sion  may  not  be  for  more  than  six  months 
from  the  date  for  filing  provided  by  sec¬ 
tion  6075(a).  Therefore,  unless  the  ex¬ 
ecutor  is  abroad,  the  due  date  for  filing 
the  return  under  any  extension  granted 
by  a  district  director  or  a  director  of  a 
service  center  may  not  be  later  than  15 
months  (21  months  in  the  case  of  a  de¬ 
cedent  dying  before  January  1,  1971) 
from  the  date  of  the  decedent’s  death. 
The  extension  may,  of  course,  be  for  a 
lesser  period  of  time. 

(b)  Except  as  provided  in  paragraph 
(b)  of  §  301.6091-1  of  this  chapter  (Reg¬ 
ulations  on  Procedure  and  Administra¬ 
tion),  relating  to  hand-carried  docu¬ 
ments,  such  application  shall  be  made  to 
the  internal  revenue  officer  with  whom 
the  estate  tax  return  is  required  to  be 
filed  and  must  contain  a  full  recital  of 
the  causes  for  the  delay.  It  should  be 
made  before  the  expiration  of  the  time 
within  which  the  return  otherwise  must 
be  filed  and  failure  to  do  so  may  indicate 
negligence  and  constitute  sufficient  cause 
for  denial.  It  should,  where  possible,  be 
made  sufficiently  early  to  permit  the  in¬ 
ternal  revenue  officer  to  consider  the 
matter  and  reply  before  what  otherwise 
would  be  the  due  date  of  the  return. 

*  *  *  *  * 

Par.  27.  Section  20.6091  is  amended  by 
revising  section  6091(b)(3),  by  redesig¬ 
nating  section  6091(b)  (4)  as  section  6091 
(b)(5),  by  revising  section  6091(b)(5), 
by  adding  a  new  paragraph  (4)  immedi¬ 
ately  after  section  6091(b)(3),  and  by 


adding  a  historical  note.  These  revised, 
redesignated  and  added  provisions  read 
as  follows: 

§  20.6091  Statutory  provision*;  place 
for  filing  returns  or  other  documents. 

Sec.  6091.  Place  for  filing  returns  or  other 
documents  *  •  * 

(b)  Tax  returns.  *  *  • 

(3)  Estate  tax  returns — (A)  General  rule. 
Except  as  provided  in  subparagraph  (B),  re¬ 
turns  of  estate  tax  required  under  section 
6018  shall  be  made  to  the  Secretary  or  his 
delegate — 

(i)  In  the  Internal  revenue  district  in 
which  was  the  domicile  of  the  decedent  at 
the  time  of  his  death,  or 

(ii)  At  a  service  center  serving  the  internal 
revenue  district  referred  to  in  clause  (i), 
as  the  Secretary  or  his  delegate  may  by  regu¬ 
lations  designate. 

(B)  Exception.  It  the  domicile  of  the  dece¬ 
dent  was  not  in  an  internal  revenue  district, 
or  if  he  had  no  domicile,  the  estate  tax 
return  required  under  section  6018  shall  be 
made  at  such  place  as  the  Secretary  or  his 
delegate  may  by  regulations  designate. 

(4)  Hand-carried  returns.  Notwithstanding 
paragraph  •  •  *  (3),  a  return  to  which  para¬ 
graph  *  •  •  (3)  (A)  would  apply,  but  for  this 
paragraph,  which  is  made  to  the  Secretary 
or  his  delegate  by  hand-carrying  shall,  under 
regulations  prescribed  by  the  Secretary  or 
his  delegate,  be  made  in  the  internal  revenue 
district  referred  to  in  paragraph  *  *  *  (3) 
(A)(i)  •  •  *. 

(5)  Exceptional  cases.  Notwithstanding 
paragraph  *  *  •  (3),  or  (4)  of  this  subsec¬ 
tion,  the  Secretary  or  his  delegate  may  per¬ 
mit  a  return  to  be  filed  in  any  internal  reve¬ 
nue  district,  and  may  require  the  return  of 
any  officer  or  employee  of  the  Treasury  De¬ 
partment  to  be  filed  in  any  internal  revenue 
district  selected  by  the  Secretary  or  his  dele¬ 
gate. 

| Sec.  6091  as  amended  by  sec.  1(a),  Act  of 
Nov.  2,  1966  (Public  Law  89-713,  80  Stat. 
1107) ;  sec.  101  (i)  (1),  Excise,  Estate,  and  Gift 
Tax  Adjustment  Act  1970  (84  Stat.  1838)  ] 

Par.  28.  Section  20.6091-1  is  amended 
to  read  as  follows: 

§  20.6091—1  Place  for  filing  returns  or 
other  documents. 

(a)  General  rule.  If  the  decedent  was 
domiciled  in  the  United  States  at  the 
time  of  his  death,  the  preliminary  notice 
required  by  §  20.6036-1  in  the  case  of 
the  estate  of  a  decedent  dying  before 
January  1,  1971,  and  the  estate  tax  re¬ 
turn  required  by  I  20.6018-1  shall  be  filed 
with: 

( 1 )  The  service  center  serving  the  dis¬ 
trict  in  which  the  decedent  was  domi¬ 
ciled  at  the  time  of  his  death,  if  the  in¬ 
structions  applicable  to  the  estate  tax  re¬ 
turn  provide  that  the  return  shall  be  filed 
with  a  service  center,  or 

(2)  The  district  director  in  whose  dis¬ 
trict  the  decedent  was  domiciled  at  the 
time  of  his  death,  if  subparagraph  (1) 
of  this  paragraph  does  not  apply. 

Subparagraph  ( 1 )  of  this  paragraph  does 
not  apply  if  the  return  is  made  by'hand- 
carrying  or  if  the  instructions  applicable 
to  the  preliminary  notice  or  to  the  return 
do  not  provide  that  it  shall  be  filed  with 
a  service  center. 

(b)  Non-U. S.  domiciliaries.  If  the  de¬ 
cedent  was  not  domiciled  in  the  United 
States  at  the  time  of  his  death,  the  pre¬ 
liminary  notice  required  by  §  20.6036-1 
in  the  case  of  the  estate  of  a  decedent 


dying  before  January  1,  1971,  and  the 
estate  tax  return  required  by  §  20.6018-1 
shall  be  filed  with  the  Director  of  Inter¬ 
national  Operations,  Internal  Revenue 
Service,  Washington,  D.C.  20225.  This 
paragraph  applies  whether  or  not  the  de¬ 
cedent  was  a  citizen  of  the  United  States 
and  whether  or  not  the  return  is  made 
by  hand-carrying. 

Par.  29.  Section  20.6161  is  amended  by- 
revising  section  6161(a)(1),  by  revising 
so  much  of  section  6161(b)  as  follows 
paragraph  (1),  and  by  revising  the  his¬ 
torical  note.  These  revised  provisions 
read  as  follows: 

§  20.6161  Statutory  provision*;  exten¬ 
sion  of  time  for  paying  tax. 

Sec.  6161.  Extension  of  time  for  paying 
tax — (a)  Amount  determined  by  taxpayer 
on  return — (1)  General  rule.  The  Secretary 
or  his  delegate,  except  as  otherwise  provided 
In  this  title,  may  extend  the  time  for  pay¬ 
ment  of  the  amount  of  the  tax  shown,  or  re¬ 
quired  to  be  shown,  on  any  return  or  decla¬ 
ration  required  under  authority  of  this  title 
(or  any  installment  thereof),  for  a  reason¬ 
able  period  not  to  exceed  6  months  (12 
months  in  the  case  of  estate  tax)  from  the 
date  fixed  for  payment  thereof.  Such  exten¬ 
sion  may  exceed  6  months  In  the  case  of  a 
taxpayer  who  Is  abroad. 

#  •  *  •  * 

(b)  Amount  determined  as  deficiency*  *  * 

(2)  In  the  case  of  a  tax  imposed  by  chap¬ 
ter  11,  for  a  period  not  to  exceed  4  years 
from  the  date  otherwise  fixed  for  payment 
of  the  deficiency. 

An  extension  under  this  subsection  may  be 
granted  only  where  It  Is  shown  to  the  satis¬ 
faction  of  the  Secretary  or  his  delegate  that 
the  payment  of  a  deficiency  upon  the  date 
fixed  for  the  payment  thereof  will  result  in 
undue  hardship  to  the  taxpayer  in  the  case 
of  a  tax  Imposed  by  chapter  1  or  42,  to  the 
estate  In  the  case  of  a  tax  Imposed  by  chap¬ 
ter  11,  or  to  the  donor  In  the  case  of  a  tax 
imposed  by  chapter  12.  No  extension  shall  be 
granted  If  the  deficiency  Is  due  to  negligence, 
to  intentional  disregard  of  rules  and  regula¬ 
tions,  or  to  fraud  with  Intent  to  evade  tax. 

(Sec.  6161  as  amended  by  sec.  206(c),  Small 
Business  Tax  Revision  Act  1958  (72  Stat. 
1684);  sec.  101  (J),  Tax  Reform  Act  1969  (83 
Stat.  530);  sec.  101(h),  Excise,  Estate,  and 
Gift  Tax  Adjustment  Act  1970  (  84  Stat. 
1838)  1 

Par.  30.  Section  20.6161-1  is  amended 
to  read  as  follows: 

§  20.6161—1  Extension  of  time  for  pay¬ 
ing  tax  shown  on  return. 

(a)  Basis  for  granting  an  extension  of 
time — (1)  Reasonable  cause.  With  re¬ 
spect  to  the  estate  of  a  decedent  dying 
after  December  31,  1970,  an  extension  of 
time  beyond  the  due  date  to  pay  any  part 
of  the  tax  shown  on  the  estate  tax  re¬ 
turn  may  be  granted  for  a  reasonable 
period  of  time,  not  to  exceed  12  months, 
by  the  district  director  or  the  director 
of  a  service  center,  at  the  request  of  the 
executor,  if  an  examination  of  all  the 
facts  and  circumstances  discloses  that 
such  request  is  based  upon  reasonable 
cause.  (See  paragraph  (b)  of  this  section 
for  rules  relating  to  application  for  ex¬ 
tension.)  The  following  examples  illus¬ 
trate  cases  involving  reasonable  cause 
for  granting  an  extension  of  time  pur¬ 
suant  to  this  paragraph : 
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Example  ( 1 ) .  An  estate  includes  sufficient 
liquid  assets  to  pay  the  estate  tax  when 
otherwise  due.  The  liquid  assets,  however,  are 
located  in  several  Jurisdictions  and  are  not 
immediately  subject  to  the  control  of  the 
executor.  Consequently,  such  assets  cannot 
readily  be  marshaled  by  the  executor,  even 
with  the  exercise  of  due  diligence. 

Example  (2).  An  estate  is  comprised  in 
substantial  part  of  assets  consisting  of  rights 
to  receive  payments  in  the  future  (i.e.,  an¬ 
nuities,  copyright  royalties,  contingent  fees, 
or  accounts  receivable).  These  assets  provide 
insufficient  present  cash  with  which  to  pay 
the  estate  tax  when  otherwise  due  and  the 
estate  cannot  borrow  against  these  assets 
except  upon  terms  which  would  inflict  loss 
upon  the  estate. 

Example  (3) .  An  estate  includes  a  claim  to 
substantial  assets  which  cannot  be  collected 
without  litigation.  Consequently,  the  size  of 
the  gross  estate  is  unascertalnable  as  of  the 
time  the  tax  is  otherwise  due. 

Example  (4).  An  estate  does  not  have  suf¬ 
ficient  funds  (without  borrowing  at  a  rate 
of  Interest  higher  than  that  generally  avail¬ 
able)  with  which  to  pay  the  entire  estate  tax 
when  otherwise  due,  to  provide  a  reasonable 
allowance  during  the  remaining  period  of 
administration  of  the  estate  for  the  de¬ 
cedent’s  widow  and  dependent  children,  and 
to  satisfy  claims  against  the  estate  that  are 
due  and  payable.  Furthermore,  the  executor 
has  made  a  reasonable  efTort  to  convert 
assets  in  his  possession  (other  than  an  inter¬ 
est  in  a  closely  held  business  to  which  sec¬ 
tion  6166  applies)  into  cash. 

Example  (5).  Payment  of  a  portion  of  the 
estate  tax  shown  on  the  estate  tax  return 
would  impose  an  undue  hardship  upon  the 
estate  for  purposes  of  subparagraph  (2)  of 
this  paragraph  but  the  application  for  an 
extension  of  time  for  paying  such  portion  is 
limited  to  a  request  for  an  extension  under 
section  6161(a)  (1)  on  the  basis  of  reasonable 
cause.  In  such  a  case,  the  rate  of  interest  is 
6  percent  per  annum  pursuant  to  the  general 
rule  of  §  301.6601-1  of  this  chapter  rather 
than  the  4  percent  per  annum  rate  of  interest 
on  an  underpayment  in  the  case  where  the 
time  for  payment  of  estate  tax  is  extended 
under  section  6161(a)(2)  on  the  basis  of 
undue  hardship.  See  paragraph  (b)  of  this 
section  with  respect  to  an  application  for 
extension. 

(2)  Undue  hardship  —  (i)  General 
rule.  In  any  case  where  the  district  di¬ 
rector  finds  that  payment  on  the  due  date 
of  any  part  of  the  tax  shown  on  the  re¬ 
turn,  or  payment  of  any  part  of  an  in¬ 
stallment  under  section  6166  (including 
any  part  of  a  deficiency  prorated  to  an 
installment  the  date  for  payment  of 
which  had  not  arrived)  on  the  date  fixed 
for  payment  thereof,  would  impose  undue 
hardship  upon  the  estate,  he  may  extend 
the  time  for  payment  for  a  period  or  pe¬ 
riods  not  to  exceed  one  year  for  any  one 
period  and  for  all  periods  not  to  exceed 
10  years  from  the  date  prescribed  in 
section  6151(a)  for  payment  of  the  tax. 
See  paragraph  (a)  of  §  20.6151-1.  In  ad¬ 
dition,  if  the  district  director  finds  that 
payment  upon  notice  and  demand  of  any 
part  of  a  deficiency  prorated  under  the 
provisions  of  section  6166  to  installments 
the  date  for  payment  of  which  had  ar¬ 
rived  would  impose  undue  hardship  upon 
the  estate,  he  may  extend  the  time  for 
payment  for  a  similar  period  or  periods. 

(ii)  Definition  of  “undue  hardship ". 
The  extension  provided  under  this  sub- 
paragraph  on  the  basis  of  undue  hard¬ 
ship  to  the  estate  will  not  be  granted 
upon  a  general  statement  of  hardship  or 


merely  upon  a  showing  of  reasonable 
cause.  The  term  “undue  hardship’’ 
means  more  than  an  inconvenience  to 
the  estate.  A  sale  of  property  at  a  price 
equal  to  its  current  fair  market  value, 
where  a  market  exists,  is  not  ordinarily 
considered  as  resulting  in  an  undue 
hardship  to  the  estate.  The  following 
examples  illustrate  cases  in  which  an 
extension  of  time  will  be  granted  based 
on  undue  hardship  pursuant  to  this 
paragraph : 

Example  (1).  A  farm  (or  other  closely  held 
business)  comprises  a  significant  portion  of 
an  estate,  but  the  percentage  requirements 
of  section  6166(a)  (relating  to  an  extension 
where  the  estate  Includes  a  closely  held  busi¬ 
ness)  are  not  satisfied  and,  therefore,  that 
section  does  not  apply.  Sufficient  funds  for 
the  payment  of  the  estate  tax  when  other¬ 
wise  due  are  not  readily  available.  The  farm 
(or  closely  held  business)  could  be  sold  to 
unrelated  persons  at  a  price  equal  to  its  fair 
market  value,  but  the  executor  seeks  an  ex¬ 
tension  of  time  to  facilitate  the  raising  of 
funds  from  other  sources  for  the  payment 
of  the  estate  tax. 

Example  (2).  The  assets  in  the  gross 
estate  which  must  be  liquidated  to  pay  the 
estate  tax  can  only  be  sold  at  a  sacrifice 
price  or  In  a  depressed  market  If  the  tax  is 
to  be  paid  when  otherwise  due. 

(b)  Application  for  extension.  An  ap¬ 
plication  containing  a  request  for  an  ex¬ 
tension  of  time  for  paying  the  tax  shown 
on  the  return  shall  be  in  writing,  shall 
state  the  period  of  the  extension  re¬ 
quested,  and  shall  include  a  declaration 
that  it  is  made  under  penalties  of  per¬ 
jury.  If  the  application  is  based  upon 
reasonable  cause  (see  paragraph  (a)(1) 
of  this  section) ,  a  statement  of  such  rea¬ 
sonable  cause  shall  be  included  in  the 
application.  If  the  application  is  based 
upon  undue  hardship  to  the  estate  (see 
paragraph  (a)(2)  of  this  section),  the 
application  shall  include  a  statement  ex¬ 
plaining  in  detail  the  undue  hardship  to 
the  estate  that  would  result  if  the  re¬ 
quested  extension  were  refused.  At  the 
option  of  the  executor,  an  application 
for  an  extension  of  time  based  upon 
undue  hardship  may  contain  an  alterna¬ 
tive  request  for  an  extension  based  upon 
reasonable  cause  if  the  application  for 
an  extension  based  upon  undue  hardship 
is  denied.  However,  an  application  for 
an  extension  of  time  based  solely  upon 
reasonable  cause  will  be  treated  as  such 
even  though  an  examination  of  all  the 
facts  and  circumstances  discloses  that  an 
application  for  an  extension  of  time 
based  upon  undue  hardship  might  have 
been  granted  had  such  an  application 
therefor  been  made.  If  the  application  is 
based  solely  on  reasonable  cause,  it  shall 
be  filed  with  the  internal  revenue  officer 
with  whom  the  estate  tax  return  is  re¬ 
quired  to  be  filed  under  the  provisions  of 
§  20.6091-1  (a) .  If  the  application  is  based 
on  undue  hardship  (including  an  appli¬ 
cation  in  which  the  executor  makes  an 
alternative  request  for  an  extension 
based  on  reasonable  cause),  it  shall  be 
filed  with  the  appropriate  district  direc¬ 
tor  referred  to  in  paragraph  (a)  (2)  of 
§  20.6091-1  whether  or  not  the  return  is 
to  be  filed  with,  or  the  tax  is  to  be  paid 
to,  such  district  director.  An  application, 
for  an  extension  of  time,  relating  to  the 


estate  of  a  decedent  who  was  not  domi¬ 
ciled  in  the  United  States  at  the  time  of 
death,  shall  be  filed  with  the  Director  of 
International  Operations,  Internal  Rev¬ 
enue  Service,  Washington,  D.C.  20225. 
When  received,  the  application  will  be 
examined,  and,  if  possible,  within  30  days 
will  be  denied,  granted,  or  tentatively 
granted  subject  to  certain  conditions  of 
which  the  executor  will  be  notified.  An 
application  for  an  extension  of  time  for 
payment  of  the  tax,  or  of  an  installment 
under  section  6166  (including  any  part 
of  a  deficiency  prorated  to  an  install¬ 
ment  the  date  for  payment  of  which  had 
not  arrived),  will  not  be  considered  un¬ 
less  the  extension  is  applied  for  on  or 
before  the  date  fixed  for  payment  of  the 
tax  or  installment.  Similarly,  an  appli¬ 
cation  for  such  an  extension  of  time  for 
payment  of  any  part  of  a  deficiency  pro¬ 
rated  under  the  provisions  of  section 
6166  to  installments  the  date  for  pay¬ 
ment  of  which  had  arrived,  will  not  be 
considered  unless  the  extension  is  applied 
for  on  or  before  the  date  prescribed  for 
payment  of  the  deficiency  as  shown  by 
the  notice  and  demand  from  the  district 
director.  If  the  executor  desires  to  obtain 
an  additional  extension  of  time  for  pay¬ 
ment  of  any  part  of  the  tax  shown  on  the 
return,  or  any  part  of  an  installment 
under  section  6166  (including  any  part  of 
a  deficiency  prorated  to  installment),  it 
must  be  applied  for  on  or  before  the  date 
of  the  expiration  of  the  previous  exten¬ 
sion.  The  granting  of  the  extension  of 
time  for  paying  the  tax  is  discretionary 
with  the  appropriate  internal  revenue 
officer  and  his  authority  will  be  exercised 
under  such  conditions  as  he  may  deem 
advisable.  However,  if  a  request  for  an 
extension  of  time  for  payment  of  estate 
tax  under  this  section  is  denied  by  a  dis¬ 
trict  director  or  a  director  of  a  service 
center,  a  written  appeal  may  be  made,  by 
registered  or  certified  mail  or  hand  de¬ 
livery,  to  the  regional  commissioner  with 
authority  over  such  district  director  or 
service  center  director  within  10  days 
after  the  denial  is  mailed  to  the  execu¬ 
tor.  The  provisions  of  sections  7502  (re¬ 
lating  to  timely  mailing  treated  as  timely 
•filing)  and  7503  (relating  to  time  for 
performance  of  acts  where  the  last  day 
falls  on  Saturday,  Sunday,  or  a  legal 
holiday)  apply  in  the  case  of  appeals 
filed  under  this  paragraph.  When  re¬ 
ceived,  the  appeal  will  be  examined,  and 
if  possible,  within  30  days  will  be  denied, 
granted,  or  tentatively  granted  subject 
to  certain  conditions  of  which  the  execu¬ 
tor  will  be  notified.  If,  in  the  mistaken 
belief  that  an  estate  satisfies  the  require¬ 
ments  of  section  6166,  the  executor, 
within  the  time  prescribed  in  paragraph 
(e)  of  §  20.6166-1,  files  a  notification  of 
election  to  pay  estate  tax  in  installments, 
the  notification  of  election  to  pay  tax  in 
installments  will  be  treated  as  a  timely 
filed  application  for  an  extension,  under 
section  6161,  of  time  for  payment  of  the 
tax  if  the  executor  so  requests,  in  writ¬ 
ing,  within  a  reasonable  time  after  being 
notified  by  the  district  director  that  the 
estate  does  not  satisfy  the  requirements 
of  section  6166.  A  request  that  the  elec¬ 
tion  under  section  6166  be  treated  as  a 
timely  filed  application  for  an  extension 
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under  section  6161  must  contain,  or  be 
supported  by  the  same  information  re¬ 
quired  by  this  paragraph  with  respect  to 
an  application  for  such  an  extension. 

(c)  Special  rules — (1)  Payment  pursu¬ 
ant  to  extension.  The  amount  of  the  tax 
for  which  an  extension  is  granted,  with 
the  additions  thereto,  shall  be  paid  on  or 
before  the  expiration  of  the  period  of  ex¬ 
tension  without  the  necessity  of  notice 
and  demand  from  the  district  director. 

(2)  Interest.  The  granting  of  an  exten¬ 
sion  of  the  time  for  payment  of  the  tax 
will  not  relieve  the  estate  from  liability 
for  the  payment  of  interest  thereon  dur¬ 
ing  the  period  of  the  extension.  See  sec¬ 
tion  6601. 

(3)  Duty  to  file  timely  return.  The 
granting  of  an  extension  of  time  for  pay¬ 
ing  the  tax  will  not  relieve  the  executor 
from  the  duty  of  filing  the  return  on 
or  before  the  date  provided  for  in 
§  20.6075-1. 

(4)  Credit  for  taxes.  An  extension  of 
time  to  pay  the  tax  may  extend  the 
period  within  which  State  and  foreign 
death  taxes  allowed  as  a  credit  under 
sections  2011  and  2014  are  required  to 
be  paid  and  the  credit  therefor  claimed. 
See  paragraph  (c)  of  §  20.2011-1  and 
§  20.2014-6. 

(d)  Cross  references.  For  provisions 
requiring  the  furnishing  of  security  for 
the  payment  of  the  tax  for  which  an  ex¬ 
tension  is  granted,  see  paragraph  (a) 
of  §  20.6165-1.  For  provisions  relating  to 
extensions  of  time  for  payment  of  tax 
on  the  value  of  a  reversionary  or  remain¬ 
der  interest  in  property,  see  §  20.6163-1. 

Par.  31.  Section  20.6163-1  is  amended 
by  revising  so  much  of  paragraph  (a)  (2) 
as  follows  subdivision  (ii)  to  read  as 
follows: 

§  20.6163—1  Extension  of  time  for  pay¬ 
ment  of  estate  tax  on  value  of  rever¬ 
sionary  or  remainder  interest  in 
property. 

(a)  •  *  * 

(2)  •  *  * 

See  paragraph  (a)(2)(ii)  of  §20.6161-1 
for  the  meaning  of  the  term  "undue 
hardship”.  An  example  of  undue  hard¬ 
ship  is  a  case  where,  by  reason  of  the 
time  required  to  settle  the  complex  is¬ 
sues  involved  in  a  trust,  the  decedent’s 
heirs  or  beneficiaries  cannot  reasonably 
expect  to  receive  the  decedent’s  remain¬ 
der  interest  in  the  trust  before  the  ex¬ 
piration  of  the  period  of  postponement. 
The  extension  will  be  granted  only  in  the 
manner  provided  in  paragraph  (b)  of 
§  20.6161-1,  and  the  amount  of  the  tax 
for  which  the  extension  is  granted,  with 
the  additions  thereto,  shall  be  paid  on  or 
before  the  expiration  of  the  period  of  ex¬ 
tension  without  the  necessity  of  notice 
and  demand  from  the  district  director. 
*  *  *  *  * 

Par.  32.  Section  20.6166-1  is  amended 
by  revising  paragraph  (eW2)  to  read  as 
follows: 

§  20.6166—1  Extension  of  time  for  pay¬ 
ment  of  estate  tax  where  estate  con¬ 
sists  largely  of  interest  in  closely 
held  business. 

•  •  •  •  • 


(e)  Notice  of  election.  *  *  * 

(2)  Form  of  notice.  The  notice  of  elec¬ 
tion  to  pay  the  estate  tax  in  installments 
may  be  in  the  form  of  a  letter  addressed 
to  the  district  director.  The  executor 
shall  state  in  the  notice  the  amount  of 
tax  which  he  elects  to  pay  in  install¬ 
ments,  and  the  total  number  of  install¬ 
ments  (including  the  installment  due  9 
months  (15  months,  in  the  case  of  a  de¬ 
cedent  dying  before  January  1,  1971) 
after  the  date  of  the  decedent’s  death)  in 
which  he  elects  to  pay  the  tax.  The  prop¬ 
erties  in  the  gross  estate  which  constitute 
the  decedent’s  interest  in  a  closely  held 
business  should  be  listed  in  the  notice, 
and  identified  by  the  schedule  and  item 
number  at  which  they  appear  on  the  es¬ 
tate  tax  return.  The  notice  should  set 
forth  the  facts  which  formed  the  basis 
for  the  executor’s  conclusion  that  the 
estate  qualifies  for  the  payment  of  the 
estate  tax  in  installments. 

•  •  •  *  • 

Par.  33  .Section  20.6314  is  amended  by 
revising  section  6314(c)  (2)  and  by  add¬ 
ing  a  historical  note.  These  revised  and 
added  provisions  read  as  follows: 

§20.6314  Statutory  provisions;  receipt 
for  taxes. 

Sec.  6314.  Receipt  for  taxes. 

•  •  •  •  • 

(c)  Cross  references.  *  *  * 

(2)  For  receipt  of  discharge  of  fiduciary 
from  personal  liability,  see  section  2204. 

[■Sec.  6314  as  amended  by  sec.  101(d)(2), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1837)  1 

Par.  34.  Section  20.6314-1  is  amended 
to  read  as  follows : 

§  20.6314—1  Duplicate  receipts  for  pay¬ 
ment  of  estate  taxes. 

The  internal  revenue  officer  with  whom 
the  estate  tax  return  is  filed  will,  upon 
request,  give  to  the  person  paying  the 
tax  duplicate  receipts,  either  of  which 
will  be  sufficient  evidence  of  such  pay¬ 
ment  and  entitle  the  executor  to  be 
credited  with  the  amount  by  any  court 
having  jurisdiction  to  audit  or  settle  his 
accounts. 

Par.  35.  Section  20.6324  is  amended  to 
read  as  follows: 

§  20.6324  Statutory  provisions ;  special 
liens  for  estate  and  gift  taxes. 

Sec.  6324.  Special  liens  for  estate  and  gift 
taxes — (a)  Liens  for  estate  tax.  Except  as 
otherwise  provided  in  subsection  (c)  — 

(1)  Upon  gross  estate.  Unless  the  estate 
tax  imposed  by  chapter  11  is  sooner  paid  in 
full,  or  becomes  unenforceable  by  reason  of 
lapse  of  time,  it  shall  be  a  lien  upon  the 
gross  estate  of  the  decedent  for  1 0  years  from 
the  date  of  death,  except  that  such  part  of 
the  gross  estate  as  is  used  for  the  payment 
of  charges  against  the  estate  and  expenses  of 
its  administration,  allowed  by  any  court  hav¬ 
ing  Jurisdiction  thereof,  shall  be  divested  of 
such  lien. 

(2)  Liability  of  transferees  and  others.  If 
the  estate  tax  imposed  by  chapter  11  is  not 
paid  when  due,  then  the  spouse,  transferee, 
trustee  (except  the  trustee  of  an  employees’ 
trust  which  meets  the  requirements  of  sec¬ 
tion  401(a)),  surviving  tenant,  person  In 
possession  of  the  property  by  reason  of  the 
exercise,  nonexercise,  or  release  of  a  power  of 
appointment,  or  beneficiary,  who  receives,  or 


has  on  the  date  of  the  decedent's  death, 
property  included  In  the  gross  estate  under 
sections  2034  to  2042,  Inclusive,  to  the  extent 
of  the  value,  at  the  time  of  the  decedent's 
death,  of  such  property,  shall  be  personally 
liable  for  such  tax.  Any  part  of  such  property 
transferred  by  (or  transferred  by  a  trans¬ 
feree  of)  such  spouse,  transferee,  trustee, 
surviving  tenant,  person  in  possession,  or 
beneficiary,  to  a  purchaser  or  holder  of  a 
security  interest  shall  be  divested  of  the  lien 
provided  in  paragraph  (1)  and  a  like  lien 
shall  then  attach  to  all  the  property  of  such 
spouse,  transferee,  trustee,  surviving  tenant, 
person  in  possession,  or  beneficiary,  or  trans¬ 
feree  of  any  such  person,  except  any  part 
transferred  to  a  purchaser  or  a  holder  of  a 
security  interest. 

(3)  Continuance  after  discharge  of  fiduci¬ 
ary.  The  provisions  of  section  2204  (relating 
to  discharge  of  fiduciary  from  personal  lia¬ 
bility)  shall  not  operate  as  a  release  of  any 
part  of  the  gross  estate  from  the  lien  for  any 
deficiency  that  may  thereafter  be  determined 
to  be  due,  unless  such  part  of  the  gross  estate 
(or  any  interest  therein)  has  been  trans¬ 
ferred  to  a  purchaser  or  a  holder  of  a  security 
interest,  in  which  case  such  part  (or  such 
Interest)  shall  not  be  subject  to  a  lien  or 
to  any  claim  or  demand  for  any  such  defi¬ 
ciency,  but  the  lien  shall  attach  to  the  con¬ 
sideration  received  from  such  purchaser  or 
holder  of  a  security  Interest,  by  the  heirs, 
legatees,  devisees,  or  distributees. 

•  •  •  •  • 

(c)  Exceptions.  (1)  The  lien  imposed  by 
subsection  (a)  or  (b)  shall  not  be  valid  as 
against  a  mechanic’s  lienor  and,  subject  to 
the  conditions  provided  by  section  6323(b) 
(relating  to  protection  for  certain  interests 
even  though  noticed  filed),  shall  not  be 
valid  with  respect  to  any  lien  or  Interest 
described  in  section  6323  (b) . 

(2)  If  a  lien  Imposed  by  subsection  (a) 
or  (b)  is  not  valid  as  against  a  lien  or 
security  interest,  the  priority  of  such  lien  or 
security  Interest  shall  extend  to  any  item 
described  in  section  6323(e)  (relating  to 
priority  of  interest  and  expenses)  to  the  ex¬ 
tent  that,  under  local  law,  such  Item  has 
the  same  priority  as  the  lien  or  security  inter¬ 
est  to  which  it  relates. 

[Sec.  6324  as  amended  by  sec.  236  (b),  (c), 
Rev.  Act  1964  (78  Stat.  127,  128);  sec.  102, 
Federal  Tax  Lien  Act  I960  (80  Stat.  1132); 
sec.  101(d)(2),  Excise,  Estate,  and  Gift 
Tax  Adjustment  Act  1970  (84  Stat.  1837)  ] 

Par.  36.  The  following  new  sections 
are  inserted  immediately  before  section 
20.7101: 

§  20.690S  Statutory  provisions ;  dis¬ 
charge  of  executor  from  personal  lia¬ 
bility  for  decedent's  income  and  gift 
taxes. 

(a)  Section  6905  as  added  by  section  101 
(e)  of  the  Excise,  Estate,  and  Gift  Tax  Ad¬ 
justment  Act  of  1970: 

Sec.  6905.  Discharge  of  executor  from  per¬ 
sonal  liability  for  decedent’s  income  and  gift 
taxes — (a)  Discharge  of  liability.  In  the  case 
of  liability  of  a  decedent  for  taxes  Imposed 
by  subtitle  A  or  by  chapter  12,  if  the  executor 
makes  written  application  (filed  after  the 
return  with  respect  to  such  taxes  is  made  and 
filed  in  such  manner  and  such  form  as  may 
be  prescribed  by  regulations  of  the  Secretary 
or  his  delegate)  for  release  from  personal 
liability  for  such  taxes,  the  Secretary  or  his 
delegate  may  notify  the  executor  of  the 
amount  of  such  taxes.  The  executor,  upon 
payment  of  the  amount  of  which  he  is  noti¬ 
fied,  or  1  year  after  receipt  of  the  application 
If  no  notification  is  made  by  the  Secretary  or 
his  delegate  before  such  date,  shall  be  dis¬ 
charged  from  personal  liability  for  any  de¬ 
ficiency  in  such  tax  thereafter  found  to  be 
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due  and  shall  be  entitled  to  a  receipt  or  writ¬ 
ing  showing  such  discharge. 

(b)  Definition  of  executor.  For  purposes 
of  this  section,  the  term  "executor”  means 
the  executor  or  administrator  of  the  decedent 
appointed,  qualified,  and  acting  within  the 
United  States. 

(c)  Cross  reference.  For  discharge  of  exec¬ 
utor  from  personal  liability  for  taxes  imposed 
under  chapter  11,  see  section  2204. 

(Sec.  6905  as  added  by  sec.  101(e),  Excise, 
Estate,  and  Gift  Tax  Adjustment  Act  1970 
(84  Stat.  1837)  1 

(b)  Section  101(f)  of  the  Excise,  Estate, 
and  Gift  Tax  Adjustment  Act  of  1970: 

(f)  Reduction  of  Period  for  Discharge  of 
Executor  from  Personal  Liability. — Effective 
with  respect  to  the  estates  of  decedents  dy¬ 
ing  after  December  31,  1973,  sections  2204 
and  6905  are  each  amended  by  striking  out 
"1  year”  and  inserting  in  lieu  thereof  "9 
months”. 

[Sec.  101(f),  Excise,  Estate,  and  Gift  Tax 
Adjustment  Act  1970  (84  Stat.  1838)  [ 

§  20.6903—1  Discharge  of  executor  from 
personal  liability  for  decedent's  in¬ 
come  and  gift  taxes. 

For  regulations  concerning  the  dis¬ 
charge  of  an  executor  from  personal  li¬ 
ability  for  a  decedent’s  income  and  gift 
taxes,  see  §  301.6905-1  of  this  chapter 
(Regulations  on  Procedure  and  Admin¬ 
istration)  . 


PART  25— GIFT  TAX;  GIFTS  MADE 
AFTER  DECEMBER  31,  1954 

Par.  37.  Section  25.0-1  is  amended  by 
revising  paragraph  (a)(1)  to  read  as 
follows: 

§  23.0—1  Introduction. 

(a)  In  general.  (1)  The  regulations  in 
this  part  are  designated  “Gift  Tax  Reg¬ 
ulations.”  These  regulations  pertain  to 
(i)  the  gift  tax  imposed  by  chapter  12 
of  subtitle  B  of  the  Internal  Revenue 
Code  on  the  transfer  of  property  by  gift 
by  individuals  in  the  calendar  year  1955, 
in  subsequent  calendar  years  beginning 
before  the  calendar  year  1971  and  in  cal¬ 
endar  quarters  beginning  with  the  first 
calendar  quarter  of  calendar  year  1971, 
and  (ii)  certain  related  administrative 
provisions  of  subtitle  F  of  the  Code.  It 
should  be  noted  that  the  application  of 
some  of  the  provisions  of  these  regula¬ 
tions  may  be  affected  by  the  provisions 
of  an  applicable  gift  tax  convention  with 
a  foreign  country.  Unless  otherwise  indi¬ 
cated,  references  in  these  regulations  to 
the  “Internal  Revenue  Code”  or  the 
“Code”  are  references  to  the  Internal 
Revenue  Code  of  1954,  as  amended,  and 
references  to  a  section  or  other  provision 
of  law  are  references  to  a  section  or  other 
provision  of  the  Internal  Revenue  Code 
of  1954,  as  amended.  The  Gift  Tax  Reg¬ 
ulations  are  applicable  to  the  transfer  of 
property  by  gift  by  individuals  in  calen¬ 
dar  years  1955  through  1970  and  in  cal¬ 
endar  quarters  beginning  with  the  first 
calendar  quarter  of  calendar  year  1971, 
and  supersede  the  regulations  contained 
in  Part  86,  Subchapter  B,  Chapter  1,  Title 
26,  Code  of  Federal  Regulations  (1939) 
(Regulations  108,  Gift  Tax  (8  F.R. 
10858)),  as  prescribed  and  made  appli¬ 
cable  to  the  Internal  Revenue  Code  of 
1954  by  Treasury  Decision  6091,  signed 


August  16,  1954  (19  F.R.  5167,  Aug.  17, 
1954).  The  regulations  in  this  part  do 
not  reflect  the  amendments  made  by 
the  Foreign  Investors  Tax  Act  of  1966 
(80  Stat.  1539)  except  as  provided  in 
§  25.2501. 

*  *  *  ♦  • 

Par.  38.  Section  25.2501  is  amended  by 
revising  section  2501(a)  and  the  histori¬ 
cal  note  to  read  as  follows: 

§  25.2501  Statutory  provisions;  impo¬ 
sition  of  tax. 

Sec.  2501.  Imposition  of  tax — (a)  Taxable 
transfers — (1)  General  rule.  For  the  first  cal¬ 
endar  quarter  of  calendar  year  1971  and  each 
calendar  quarter  thereafter  a  tax,  computed 
as  provided  In  section  2502,  Is  hereby  imposed 
on  the  transfer  of  property  by  gift  during 
such  calendar  quarter  by  any  individual, 
resident  or  nonresident. 

(2)  Transfers  of  intangible  property.  Ex¬ 
cept  as  provided  in  paragraph  (3) ,  paragraph 
( 1 )  shall  not  apply  to  the  transfer  of  intangi¬ 
ble  property  by  a  nonresident  not  a  citizen 
of  the  United  States. 

(3)  Exceptions.  Paragraph  (2)  shall  not 
apply  in  the  case  of  a  donor  who  at  any  time 
after  March  8,  1965,  and  within  the  10-year 
period  ending  with  the  date  of  transfer  lost 
United  States  citizenship  unless — 

(A)  Such  donor’s  loss  of  United  States 
citizenship  resulted  from  the  application  of 
section  301(b) ,  350,  or  355  of  the  Immigration 
and  Naturalization  Act,  as  amended  (8  U.S.C. 
1401  (b) ,  1482,  or  1487) ,  or 

(B)  Such  loss  did  not  have  for  one  of  its 
principal  purposes  the  avoidance  of  taxes 
under  this  subtitle  or  subtitle  A. 

(4)  Burden  of  proof.  It  the  Secretary  or 
his  delegate  establishes  that  it  is  reasonable 
to  believe  that  an  individual’s  loss  of  United 
States  citizenship  would,  but  for  paragraph 
(3),  result  in  a  substantial  reduction  for  the 
calendar  quarter  in  the  taxes  on  the  transfer 
of  property  by  gift,  the  burden  of  proving 
that  such  loss  of  citizenship  did  not  have  for 
one  of  its  principal  purposes  the  avoidance  of 
taxes  under  this  subtitle  or  subtitle  A  shall 
be  on  such  individual. 

•  •  •  •  • 

[Sec.  2501  as  amended  by  secs.  43(b)  and  102 
(b),  Technical  Amendments  Act  1958  (72 
Stat.  1641,  1674);  sec.  4(d),  Act  of  Sept.  14, 
1960  (Public  Law  86-779,  74  Stat.  1000);  sec. 
109(a),  Foreign  Investors  Tax  Act  1966  (80 
Stat.  1574) ;  sec.  102(a)  (1) ,  Excise,  Estate,  and 
Gift  Tax  Adjustment  Act  1970  (84  Stat. 
1838) [ 

Par.  39.  Section  25.2501-1  is  amended 
by  revising  paragraph  (a)  to  read  as 
follows: 

§  25.2501—1  Imposition  of  tax. 

(a)  In  general.  The  tax  applies  to  all 
transfers  by  gift  of  property,  wherever 
situated,  by  an  individual  who  is  a  citizen 
or  resident  of  the  United  States,  to  the 
extent  the  value  of  the  transfers  exceeds 
the  amount  of  the  exclusions  authorized 
by  section  2503  and  the  deductions  au¬ 
thorized  by  sections  2521,  2522,  and  2523. 
With  respect  to  calendar  years  after  1954 
and  prior  to  1971,  the  tax  is  imposed  on 
the  transfer  of  property  by  gift  during 
such  calendar  year.  With  respect  to  the 
first  calendar  quarter  of  calendar  year 
1971  and  each  calendar  quarter  there¬ 
after,  the  tax  is  imposed  on  the  transfer 
of  property  by  gift  during  such  calendar 
quarter.  The  tax  does  not  apply  to  a 
transfer  of  intangible  property  by  a  non¬ 
resident  who  is  not  a  citizen  of  the  United 


States  and  who  was  not  engaged  in  busi¬ 
ness  in  the  United  States  during  the  cal¬ 
endar  year  in  which  the  transfer  was 
made.  For  additional  rules  relating  to  the 
application  of  the  tax  to  transfers  by 
nonresidents  not  citizens  of  the  United 
States,  see  section  2511  and  §  25.2511-3. 
*  *  *  *  » 

Par.  40.  Section  25.2502  is  amended 
by  revising  so  much  of  subsection  (a> 
of  section  2502  as  precedes  the  rate 
schedule,  by  revising  subsections  (b)  and 
(c)  of  section  2502,  and  by  adding  a 
historical  note.  These  revised  and  added 
provisions  read  as  follows: 

§  25.2502  Statutory  provisions;  rate  of 
tax. 

Sec.  2502.  Rate  of  Tax — (a)  Computation 
of  tax.  The  tax  imposed  by  section  2501  for 
each  calendar  quarter  shall  be  an  amount 
equal  to  the  excess  of — 

(1)  A  tax,  computed  in  accordance  with 
the  rate  schedule  set  forth  in  this  subsec¬ 
tion,  on  the  aggregate  sum  of  the  taxable 
gifts  for  such  calendar  quarter  and  for  each 
of  the  preceding  calendar  years  and  calendar 
quarters,  over 

(2)  A  tax,  computed  in  accordance  with 
such  rate  schedule,  on  the  aggregate  sum  of 
the  taxable  gifts  for  each  of  the  preceding 
calendar  years  and  calendar  quarters. 

•  •  •  •  • 

(b)  Calendar  quarter.  Wherever  used  in 
this  title  in  connection  with  the  gift  tax 
imposed  by  this  chapter,  the  term  "calendar 
quarter”  includes  only  the  first  calendar 
quarter  of  the  calendar  year  1971  and  suc¬ 
ceeding  calendar  quarters. 

(c)  Preceding  calendar  years  and  quarters. 
Wherever  used  in  this  title  in  connection 
with  the  gift  tax  imposed  by  this  chapter— 

(1)  The  term  “preceding  calendar  years 
means  calendar  years  1932  and  1970  and  all 
calendar  years  intervening  between  calendar 
year  1932  and  calendar  year  1970.  The  term 
"calendar  year  1932”  includes  only  the  por¬ 
tion  of  such  year  after  June  6,  1932. 

(2)  The  term  "preceding  calendar  quart¬ 
ers”  means  the  first  calendar  quarter  of 
calendar  year  1971  and  all  calendar  quarters 
intervening  between  such  calendar  quarter 
and  the  calendar  quarter  for  which  the  tax 
is  being  computed. 

•  •  •  •  • 

[Sec.  2502  as  amended  by  sec.  102(a)(2). 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1839)  ] 

Par.  41.  Section  25.2502-1  is  amended 
by  revising  paragraph  (a),  by  redesig¬ 
nating  paragraph  (c)  as  (d),  by  adding 
a  new  paragraph  (c)  immediately  after 
paragraph  (b),  by  revising  example  (1) 
of  new  paragraph  (d) ,  and  by  adding  ex¬ 
ample  (5)  to  new  paragraph  (d)  immedi¬ 
ately  after  example  (4).  These  reviser! 
and  added  provisions  read  as  follows: 

§  25.2502—1  Rate  of  tax. 

(a)  Computation  of  tax — (1)  Gifts 
made  after  December  31,  1970.  In  the 
case  of  gifts  made  after  December  31, 
1970,  the  gift  tax  is  imposed  on  a  calen¬ 
dar  quarter  basis,  rather  than  on  a  yearly 
basis.  For  such  gifts,  the  rate  of  tax  is 
determined  by  the  total  of  all  gifts  made 
by  the  donor  during  the  calendar  quarter 
and  all  the  preceding  calendar  years  and 
calendar  quarters  since  June  6,  1932.  See 
§  25.2502-1  (c)  for  the  definition  of  “cal¬ 
endar  quarter”  and  “preceding  calendar 
years  and  calendar  quarters.”  The  fol- 
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lowing  subdivisions  set  foith  the  six  steps 
to  be  followed  in  computing  the  tax: 

<i)  First  step.  Ascertain  the  amount  of 
the  “taxable  gifts”  for  the  calendar 
quarter  for  which  the  return  is  being 
prepared.  For  the  meaning  of  this  term 
see  §  25.2503-1. 

(ii)  Second  step.  Ascertain  “the  aggre¬ 
gate  sum  of  the  taxable  gifts  for  each 
of  the  preceding  calendar  years  and  cal¬ 
endar  quarters,”  considering  only  those 
gifts  made  after  June  6.  1932.  For  the 
meaning  of  this  term  see  §  25.2504-1. 

(iii)  Third  step.  Ascertain  the  total 
amount  of  the  taxable  gifts,  which  is  the 
sum  of  the  amounts  determined  in  the 
first  and  second  steps. 

<iv)  Fourth  step.  Compute  the  tax  on 
the  total  amount  of  taxable  gifts  (as  de¬ 
termined  in  the  third  step)  using  the  rate 
schedule  set  forth  in  paragraph  (b)  of 
this  section. 

(v)  Fifth  step.  Compute  the  tax  on 
“the  aggregate  sum  of  the  taxable  gifts 
for  each  of  the  preceding  calendar  years 
and  calendar  quarters”  (as  determined  in 
the  second  step) ,  using  the  rate  schedule 
set  forth  in  paragraph  (b)  of  this  section. 

(vi)  Sixth  step.  Subtract  the  amount 
determined  in  the  fifth  step  from  the 
amount  determined  in  the  fourth  step. 
The  amount  remaining  is  the  gift  tax 
for  the  calendar  quarter  for  which  the 
return  is  being  prepared. 

(2)  Gifts  made  before  January  1,  1971. 
In  the  case  of  gifts  made  prior  to  Janu¬ 
ary  1,  1971,  the  gift  tax  is  imposed  on  a 
calendar  year  basis,  rather  than  on  a 
quarterly  basis.  For  such  gifts,  the  rate  of 
tax  is  determined  by  the  total  of  all  gifts 
made  by  the  donor  during  the  calendar 
year  and  in  all  preceding  calendar  years 
since  June  6,  1932.  See  §  25.2502-1  (c)  for 
the  definition  of  “preceding  calendar 
years”.  The  following  subdivisions  set 
forth  the  six  steps  to  be  followed  in  com¬ 
puting  the  tax: 

(i)  First  step.  Ascertain  the  amount  of 
the  “taxable  gifts”  for  the  calendar  year 
for  which  the  return  is  being  prepared. 
For  the  meaning  of  this  term  see 
§  25.2503-1. 

(ii)  Second  step.  Ascertain  “the  aggre¬ 
gate  sum  of  the  taxable  gifts  for  each  of 
the  preceding  calendar  years,”  consider¬ 
ing  only  those  gifts  made  after  June  6, 
1932.  For  the  meaning  of  this  term  see 
§  25.2504-1. 

(iii)  Third  step.  Ascertain  the  total 
amount  of  the  taxable  gifts,  which  is  the 
sum  of  the  amounts  determined  in  the 
first  and  second  steps. 

(iv)  Fourth  step.  Compute  the  tax  on 
the  total  amount  of  taxable  gifts  (as  de¬ 
termined  in  the  third  step)  using  the 
rate  schedule  set  forth  in  paragraph  (b) 
of  this  section. 

(v>  Fifth  step.  Compute  the  tax  on  “the 
aggregate  sum  of  the  taxable  gifts  for 
each  of  the  preceding  calendar  years”  (as 
determined  in  the  second  step) ,  using  the 
rate  schedule  set  forth  in  paragraph  (b) 
of  this  section. 

(vi)  Sixth  step.  Subtract  the  amount 
determined  in  the  fifth  step  from  the 
amount  determined  in  the  fourth  step. 
The  amount  remaining  is  the  gift  tax  for 
the  calendar  year  for  which  the  return 
is  being  prepared. 

•  •  *  *  * 


(c)  Definitions — (1)  The  term  “calen¬ 
dar  quarter”  includes  only  the  first  calen¬ 
dar  quarter  of  the  calendar  year  1971  and 
each  succeeding  calendar  quarter. 

(2)  The  term  “preceding  calendar 

years”  means  calendar  years  1932  (but 
only  the  portion  of  such  year  after 

June  6,  1932)  through  1970. 

(3)  The  term  “preceding  calendar 

quarters”  means  the  first  calendar  quar¬ 
ter  of  calendar  year  1971  and  all  calen¬ 
dar  quarters  intervening  between  such 
calendar  quarter  and  the  calendar  quar¬ 
ter  for  which  the  tax  is  being  computed. 

(4)  The  term  “preceding  calendar 

years  and  calendar  quarters”  means  a 
period  that  consists  of  the  “preceding 
calendar  years”  and  the  “preceding  cal¬ 
endar  quarters.” 

(d)  Examples.  *  *  * 

Example  ( 1 ).  Assume  that  in  1955  the 
donor  made  taxable  gifts,  as  ascertained  un¬ 
der  the  first  step  (paragraph  (a)  (2)  of  this 
section),  of  $62,500  and  that  there  were  no 
taxable  gifts  for  prior  years,  with  the  result 
that  the  amount  ascertained  under  the  third 
step  is  $62,500.  Under  the  fourth  step  a  tax 
is  computed  on  this  amount.  Reference  to 
the  table  discloses  that  the  specified  amount 
in  column  (A)  nearest  to  and  less  than 
$62,500  is  $60,000.  The  tax  on  this  amount, 
as  shown  in  column  (C),  is  $7,125.  The 
amount  by  which  the  taxable  gifts  exceeds 
the  specified  amount  is  $2,500  and  the  tax 
on  such  excess  amount,  computed  at  the 
rate  of  21  percent  as  shown  in  column  (D), 
is  $525.  The  tax  on  taxable  gifts  of  $62,500 
is  the  sum  of  $7,125  and  $525,  or  $7,650. 

*  •  *  *  • 

Example  (5).  A  makes  gifts  (other  than 
gifts  of  future  interests  in  property)  to  B  in 
the  first  quarter  of  1971  of  $43,000  and  in  the 
second  quarter  of  1971  of  $60,000.  A  gave  to 
C  in  the  second  quarter  of  1971  land  valued 
at  $11,000.  The  full  amount  of  A’s  specific 
exemption  provided  under  section  2521  was 
claimed  and  allowed  in  1956.  In  1966,  A  made 
taxable  gifts  totaling  $21,000  on  which  gift 
tax  was  timely  paid  and  no  other  taxable 
gifts  were  made  by  A  in  any  other  year  pre¬ 
ceding  1971.  The  gift  tax  return  due  for  the 
first  calendar  quarter  of  1971  was  timely  filed 
and  the  tax  paid.  With  respect  to  the  gifts 
made  to  B  in  1971,  the  $3,000  annual  gift  tax 
exclusion  provided  by  section  2503(b)  is  ap¬ 
plied  in  its  entirety  against  the  $43,000  gift 
made  to  B  in  the  first  quarter  and  therefore 
is  not  available  to  offset  the  $60,000  gift  made 
to  B  in  the  second  quarter.  (See  §  25.2503-2 
(a).)  A  further  $3,000  annual  gift  tax  exclu¬ 
sion  is  available,  however,  to  offset  the  $11,000 
gift  made  to  C  in  the  second  quarter  of  1971. 
The  computation  of  the  gift  tax  for  the 
second  calendar  quarter  of  1971  due  on  Au¬ 
gust  15,  1971  (following  the  steps  set  forth 
in  paragraph  (a)(1)  of  this  section)  is  shown 
below : 

( 1 )  Amount  of  taxable  gifts  for  the 
second  calendar  quarter  of  1971 

( $60,000  +  $11, 000  —  $3 ,000 ) _  $68,  000 

(2)  Total  amount  of  taxable  gifts 
for  preceding  calendar  years 
and  calendar  quarters  ($43,- 


000 -$3,000  +  $21, 000) .  61,000 


(3)  Total  taxable  gifts . . .  129,000 


(4)  Tax  computed  on  item  3  (in  ac¬ 

cordance  with  rate  schedule  in 
paragraph  (b) ) _  22,  050 

(5)  Tax  computed  on  item  2  (using 

same  rate  schedule) _  7,  335 


(6)  Tax  for  second  calendar  quar¬ 
ter  of  1971  (item  4  minus 
item  5) _  14,715 


Par.  42.  Section  25.2502-2  is  amended 
to  read  as  follows: 

§  25.2502—2  Donor  primarily  liable  for 
tax. 

Section  2502(d)  provides  that  the 
donor  shall  pay  the  tax.  If  the  donor  dies 
before  the  tax  is  paid  the  amount  of  the 
tax  is  a  debt  due  the  United  States  from 
the  decedent’s  estate  and  his  executor 
or  administrator  is  responsible  for  its 
payment  out  of  the  estate.  (See 
§  25.6151-1  for  the  time  and  place  for 
paying  the  tax.)  If  there  is  no  duly  qual¬ 
ified  executor  or  administrator,  the 
heirs,  legatees,  devisees,  and  distributees 
are  liable  for  and  required  to  pay  the  tax 
to  the  extent  of  the  value  of  their  inher¬ 
itances,  bequests,  devises,  or  distributive 
shares  of  the  donor’s  estate.  If  a  husband 
and  wife  effectively  signify  consent,  un¬ 
der  section  2513,  to  have  gifts  made  to 
a  third  party  during  any  calendar  quar¬ 
ter  (with  respect  to  gifts  made  after  De¬ 
cember  31,  1970)  or  calendar  year  (with 
respect  to  gifts  made  before  January  1, 
1971)  considered  as  made  one-half  by 
each,  the  liability  with  respect  to  the  gift 
tax  of  each  spouse  for  that  calendar 
quarter  or  calendar  year  is  joint  and  sev¬ 
eral  (see  §  25.2513-4).  As  to  the  personal 
liability  of  the  donee,  see  paragraph  (b) 
of  §  301.6324-1  of  this  chapter  (Regula¬ 
tions  on  Procedure  and  Administration) . 
As  to  the  personal  liability  of  the  execu¬ 
tor  or  administrator,  see  section  3467  of 
the  Revised  Statutes  (31  U.S.C.  192), 
which  reads  as  follows: 

Every  executor,  administrator,  or  assignee, 
or  other  person,  who  pays,  in  whole  or  in 
part,  any  debt  due  by  the  person  or  estate  for 
whom  or  for  which  he  acts  before  he  satisfies 
and  pays  the  debts  due  to  the  United  States 
from  such  person  or  estate,  shall  become  an¬ 
swerable  in  his  own  person  and  estate  to  the 
extent  of  such  payments  for  the  debts  so  due 
to  the  United  States,  or  for  so  much  thereof 
as  may  remain  due  and  unpaid. 

As  used  in  such  section  3467,  the  word 
“debt”  includes  a  beneficiary’s  distribu¬ 
tive  share  of  an  estate.  Thus  if  an  execu¬ 
tor  pays  a  debt  due  by  the  estate  which  is 
being  administered  by  him  or  distributes 
any  portion  of  the  estate  before  there  is 
paid  all  of  the  gift  tax  which  he  has  a 
duty  to  pay,  the  executor  is  personally 
liable,  to  the  extent  of  the  payment  or 
distribution,  for  so  much  of  the  gift  tax 
as  remains  due  and  unpaid. 

Par.  43.  Section  25.2503  is  amended  by 
revising  section  2503  (a),  (b)  and  by 
adding  a  historical  note.  These  revised 
and  added  provisions  read  as  follows: 

§  25.2503  Statutory  provisions;  taxable 
gifts. 

Sec.  2503.  Taxable  gifts — (a)  General  defi¬ 
nition.  The  term  “taxable  gifts”  means,  in 
the  case  of  gifts  made  after  December  31, 
1970,  the  total  amount  of  gifts  made  during 
the  calendar  quarter,  less  the  deductions  pro¬ 
vided  in  subchapter  C  (sec.  2521  and  follow¬ 
ing).  In  the  case  of  gifts  made  before  Janu¬ 
ary  1,  1971,  such  term  means  the  total 
amount  of  gifts  made  during  the  calendar 
year,  less  the  deductions  provided  in  sub¬ 
chapter  C. 

(b)  Exclusions  from  gifts.  In  computing 
taxable  gifts  for  the  calendar  quarter,  in  the 
case  of  gifts  (other  than  gifts  of  future  in¬ 
terests  in  property)  made  to  any  person  by 
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the  donor  during  the  calendar  year  1971  and 
subsequent  calendar  years,  $3,000  of  such 
gifts  to  such  person  less  the  aggregate  of 
the  amounts  of  such  gifts  to  such  person 
during  all  preceding  calendar  quarters  of  the 
calendar  year  shall  not,  for  purposes  of  sub¬ 
section  (a),  be  Included  In  the  total  amount 
of  gifts  made  during  such  quarter. 

***** 

[Sec.  2503  as  amended  by  sec.  102(a)  (3),  Ex¬ 
cise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1839)  [ 

Par.  44.  Section  25.2503-1  is  amended 
to  read  as  follows: 

§  25.2503—1  General  definition  of  “tax¬ 
able  gifts'’  and  of  “total  amount  of 
gifts.” 

The  term  “taxable  gifts”  means  the 
“total  amount  of  gifts”  made  by  the 
donor  during  the  calendar  quarter  (with 
respect  to  gifts  made  after  December  31, 
1970)  or  calendar  year  (with  respect  to 
gifts  made  before  January  1,  1971)  less 
the  deductions  provided  for  in  sections 
2521,  2522,  and  2523  (specific  exemption, 
charitable,  etc.,  gifts  and  the  marital 
deduction,  respectively).  The  “total 
amount  of  gifts”  means  the  sum  of  the 
values  of  the  gifts  made  during  the  calen¬ 
dar  quarter  (with  respect  to  gifts  made 
after  December  31,  1970)  or  calendar 
year  (with  respect  to  gifts  made  before 
January  1,  1971)  less  the  amounts  ex¬ 
cludable  under  section  2503(b).  See 
§  25.2503-2.  The  entire  value  of  any  gift 
of  a  future  interest  in  property  must  be 
included  In  the  “total  amount  of  gifts” 
for  the  calendar  quarter  (calendar  year 
in  the  case  of  gifts  made  before  January 
1,  1971)  in  which  the  gift  is  made.  See 
§  25.2503-3.  For  the  definition  of  “calen¬ 
dar  quarter”,  see  §  25.2502-1  (c)  (1). 

Par.  45.  Section  25.2503-2  is  amended 
to  read  as  follows: 

§  25.2503—2  Exclusions  from  gifts. 

(a)  Gifts  made  after  December  31, 
1970.  In  computing  taxable  gifts  for  the 
calendar  quarter,  in  the  case  of  gifts 
(other  than  gifts  of  future  interests  in 
property)  made  to  any  person  by  the 
donor  during  any  calendar  quarter  of 
the  calendar  year  1971  or  any  subsequent 
calendar  year,  $3,000  of  such  gifts  to 
such  person  less  the  aggregate  of  the 
amounts  of  such  gifts  to  such  person 
during  all  preceding  calendar  quarters 
of  any  such  calendar  year  shall  not  be 
included  in  the  total  amount  of  gifts 
made  during  such  quarter.  Thus,  the  first 
$3,000  of  gifts  made  to  any  one  donee 
during  the  calendar  year  1971  or  any 
calendar  year  thereafter,  except  gifts 
of  future  interests  in  property  as  defined 
in  §§  25.2503-3  and  25.2503-4,  is  excluded 
in  determining  the  total  amount  of  gifts 
for  a  calendar  quarter.  In  the  case  of  a 
gift  in  trust  the  beneficiary  of  the  trust 
is  the  donee.  The  application  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (1).  A  made  a  gift  of  $3,000  to  B 
on  January  8,  1971,  and  on  April  20,  1971, 
gave  B  an  additional  gift  of  $10,000.  A  made 
no  other  gifts  In  1971.  The  total  amount  of 
gifts  made  by  A  during  the  second  quarter 
of  1971  is  $10,000  because  the  $3,000  exclu¬ 
sion  provided  by  section  2503(b)  is  first  ap¬ 
plied  to  the  January  8th  gift. 


Example  (2).  A  gave  $2,000  to  B  on  Jan¬ 
uary  8,  1971,  and  on  April  20,  1971,  gave 
him  $10,000.  The  total  amount  of  gifts  made 
by  A  during  the  second  quarter  of  1971  is 
$9,000  because  only  $2,000  of  the  $3,000  ex¬ 
clusion  provided  by  section  2503(b)  was  ap¬ 
plied  against  the  January  8th  gift;  $1,000  was 
available  to  offset  other  gifts  (except  gifts 
of  a  future  interest)  made  to  B  during  1971. 

(b)  Gifts  made  before  January  1, 1971. 
The  first  $3,000  of  gifts  made  to  any  one 
donee  during  the  calendar  year  1955,  or 
1970,  or  any  calendar  year  intervening 
between  calendar  year  1955  and  calendar 
year  1970,  except  gifts  of  future  interests 
in  property  as  defined  in  §§  25.2503-3  and 
25.2503-4,  is  excluded  in  determining  the 
total  amount  of  gifts  for  the  calendar 
year.  In  the  case  of  a  gift  in  trust  the 
beneficiary  of  the  trust  is  the  donee. 

Par.  46.  Section  25.2503-3  is  amended 
by  revising  paragraph  (a)  to  read  as 
follows : 

§  25.2503-3  Future  interests  in  prop¬ 
erty. 

(a)  No  part  of  the  value  of  a  gift  of 
a  future  interest  may  be  excluded  in 
determining  the  total  amount  of  gifts 
made  during  the  calendar  quarter 
(calendar  year  in  the  case  of  gifts  made 
before  January  1,  1971).  For  the  defini¬ 
tion  of  “calendar  quarter”  see  §  25.2502-1 

(c)  (1) .  “Future  interest”  is  a  legal  term, 
and  includes  reversions,  remainders,  and 
other  interests  or  estates,  whether 
vested  or  contingent,  and  whether  or  not 
supported  by  a  particular  interest  or 
estate,  which  are  limited  to  commence  in 
use,  possession,  or  enjoyment  at  some 
future  date  or  time.  The  term  has  no 
reference  to  such  contractual  rights  as 
exist  in  a  bond,  note  (though  bearing  no 
interest  until  maturity),  or  in  a  policy 
of  life  insurance,  the  obligations  of  which 
are  to  be  discharged  by  payments  in  the 
future.  But  a  future  interest  or  interests 
in  such  contractual  obligations  may  be 
created  by  the  limitations  contained  in  a 
trust  or  other  instrument  of  transfer 
used  in  effecting  a  gift. 

*  *  *  ♦  * 

Par.  47.  Section  25.2504  is  amended  to 
read  as  follows: 

§  25.250-1  Statutory  provision*;  taxable 
gifts  for  preceding  years  and  quar¬ 
ters. 

Sec.  2504.  Taxable  gifts  for  preceding  years 
and  quarters — (a)  In  general.  In  computing 
taxable  gifts  for  preceding  calendar  years  or 
calendar  quarters  for  the  purpose  of  comput¬ 
ing  the  tax  for  any  calendar  quarter,  there 
shall  be  treated  as  gifts  such  transfers  as 
were  considered  to  be  gifts  under  the  gift  tax 
laws  applicable  to  the  years  or  calendar  quar¬ 
ters  in  which  the  transfers  were  made  and 
there  shall  be  allowed  such  deductions  as 
were  provided  for  under  such  laws;  except 
that  the  specific  exemption  in  the  amount, 
if  any,  allowable  under  section  2521  shall  be 
applied  in  all  computations  in  respect  of 
previous  calendar  years  or  calendar  quarters 
for  the  purpose  of  computing  the  tax  for 
any  calendar  year  or  calendar  quarter. 

(b)  Exclusions  ]rom  gifts  for  preceding 
years  and  quarters.  In  the  case  of  gifts  made 
to  any  person  by  the  donor  during  preced¬ 
ing  calendar  years  and  calendar  quarters,  the 
amount  excluded,  if  any,  by  the  provisions 


of  gift  tax  laws  applicable  to  the  years  and 
calendar  quarters  in  which  the  gifts  were 
made  shall  not,  for  purposes  of  subsection 

(a) ,  be  included  in  the  total  amount  of  the 
gifts  made  during  such  years  and  calendar 
quarters. 

(c)  Valuation  of  certain  gifts  for  preceding 
calendar  years  and  quarters.  If  the  time  has 
expired  within  which  a  tax  may  be  assessed 
under  this  chapter  or  under  corresponding 
provisions  of  prior  laws  on  the  transfer  of 
property  by  gift  made  during  a  preceding 
calendar  year  or  calendar  quarter,  as  defined 
in  section  2502(c),  and  if  a  tax  under  this 
chapter  or  under  corresponding  provisions  of 
prior  laws  has  been  assessed  or  paid  for  such 
preceding  calendar  year  or  calendar  quarter, 
the  value  of  such  gift  made  in  such  preced¬ 
ing  calendar  year  or  calendar  quarter  shall, 
for  purposes  of  computing  the  tax  under  this 
chapter  for  any  calendar  quarter,  be  the  value 
of  such  gift  which  was  used  in  computing  the 
tax  for  the  last  preceding  calendar  year  or 
calendar  quarter  for  which  a  tax  under  this 
chapter  or  under  corresponding  provisions  of 
prior  laws  was  assessed  or  paid. 

(d)  Net  gifts.  The  term  “net  gifts”  as  used 
in  corresponding  provisions  of  prior  laws 
shall  be  read  as  “taxable  gifts"  for  purposes 
of  this  chapter. 

[Sec.  2504  as  amended  by  sec.  102(a)  (4) ,  Ex¬ 
cise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1839)  ] 

Par.  48.  Section  25.2504-1  is  amended 
to  read  as  follows: 

§  20.2504—1  Taxable  gift*  for  preceding 
years  and  quarters. 

(a)(1)  With  respect  to  gifts  made 
after  December  31,  1970,  in  order  to  de¬ 
termine  the  correct  gift  tax  liability  for 
any  calendar  quarter,  it  is  necessary  to 
ascertain  the  correct  amount,  if  any,  of 
the  aggregate  sum  of  the  taxable  gifts 
for  each  of  the  preceding  calendar  years 
and  calendar  quarters.  See  paragraph 
(a*  (1)  (ii)  of  §  25.2502-1.  For  definitions 
of  “calendar  quarter”  and  “preceding 
calendar  years  and  calendar  quarters" 
see  §  25.2502-Kc).  The  term  “aggregate 
sum  of  the  taxable  gifts  for  each  of  the 
preceding  calendar  years  and  calendar 
quarters”  means  the  correct  aggregate 
of  such  gifts,  not  necessarily  that  re¬ 
turned  for  those  calendar  years  or  calen¬ 
dar  quarters  and  in  respect  of  which  tax 
was  paid.  All  transfers  that  constituted 
gifts  in  prior  calendar  years  and  calendar 
quarters  under  the  laws,  including  the 
provisions  of  law  relating  to  exclusions 
from  gifts,  in  effect  at  the  time  the  trans¬ 
fers  were  made  are  included  in  deter¬ 
mining  the  amount  of  taxable  gifts  for 
preceding  calendar  years  and  calendar 
quarters.  The  deductions  other  than  for 
the  specific  exemption  (see  paragraph 

(b)  of  this  section)  allowed  by  the  laws 
in  effect  at  the  time  the  transfers  were 
made  also  are  taken  into  account  in  de¬ 
termining  the  aggregate  sum  of  the  tax¬ 
able  gifts  for  preceding  calendar  years 
and  calendar  quarters.  (The  allowable 
exclusion  from  a  gift  was  $5,000  for  years 
before  1939,  $4,000  for  the  calendar  years 
1939  through  1942,  and  $3,000  there¬ 
after.) 

(2)  With  respect  to  gifts  made  before 
January  1,  1971,  in  order  to  determine 
the  correct  gift  tax  liability  for  the  cal¬ 
endar  year  1955,  or  1970,  or  any  calendar 
year  intervening  between  calendar  year 
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1955  and  calendar  year  1970,  it  is  neces¬ 
sary  to  ascertain  the  correct  amount,  if 
any,  of  the  aggregate  sum  of  the  taxable 
gifts  for  each  of  the  preceding  calendar 
years.  See  paragraph  (a)  (2)  (ii)  of 
§  25.2502-1.  The  term  “aggregate  sum  of 
the  taxable  gifts  for  each  of  the  preced¬ 
ing  calendar  years”  means  the  correct 
aggregate  of  such  gifts,  not  necessarily 
that  returned  for  those  years  and  in  re¬ 
spect  of  which  tax  was  paid.  All  transfers 
that  constituted  gifts  in  prior  calendar 
years  under  the  laws,  including  the  pro¬ 
visions  of  law  relating  to  exclusions  from 
gifts,  in  effect  at  the  time  the  transfers 
were  made  are  included  in  determining 
the  amount  of  taxable  gifts  for  preceding 
years.  The  deductions  other  than  for  the 
specific  exemption  (see  paragraph  (b)  of 
this  section)  allowed  by  the  laws  in  effect 
at  the  time  the  transfers  were  made  also 
are  taken  into  account  in  determining 
the  aggregate  sum  of  the  taxable  gifts 
for  preceding  years.  (The  allowable  ex¬ 
clusion  from  a  gift  was  $5,000  for  years 
before  1939,  $4,000  for  the  calendar  years 
1939  through  1942,  and  $3,000  there¬ 
after.) 

(b)  In  determining  the  aggregate  sum 
of  the  taxable  gifts  for  either  (1)  the 
preceding  calendar  years  and  calendar 
quarters  (under  paragraph  (a)(1)  of  this 
section)  or,  (2)  the  preceding  calendar 
years  (under  paragraph  (a)  (2)  of  this 
section),  the  total  of  the  amounts  al¬ 
lowed  as  deductions  for  the  specific  ex¬ 
emption,  under  section  2521  and  the  cor¬ 
responding  provisions  of  prior  laws,  shall 
not  exceed  $30,000.  Thus,  if  the  only 
prior  gifts  by  a  donor  were  made  in  1940 
and  1941  (at  which  time  the  specific  ex¬ 
emption  allowable  was  $40,000) ,  and  if  in 
his  x-etums  for  those  years  the  donor 
claimed  deductions  totaling  $40,000  for 
the  specific  exemption  and  reported  tax¬ 
able  gifts  totaling  $110,000,  then  in  de¬ 
termining  the  aggregate  sum  of  the  tax¬ 
able  gifts  for  either  the  pi-eceding  calen¬ 
dar  years  and  calendar  quarters  or  the 
preceding  calendar  years,  the  deductions 
for  the  specific  exemption  cannot  exceed 
$30,000,  and  the  donor’s  taxable  gifts  for 
such  pei’iods  will  be  $120,000  (instead  cf 
the  $110,000  reported  on  his  returns). 
(The  allowable  deduction  for  the  specific 
exemption  was  $50,000  for  calendar  years 
before  1936,  $40,000  for  calendar  years 
1936  through  1942,  and  $30,000  there¬ 
after.) 

(c)  If  the  donor  and  his  spouse  con¬ 
sented  to  have  gifts  made  to  third  parties 
considered  as  made  one-half  by  each 
spouse,  pursuant  to  the  provisions  of  sec¬ 
tion  2513  or  section  1000(f)  of  the  Inter¬ 
nal  Revenue  Code  of  1939  (which  corre¬ 
sponds  to  section  2513),  these  provisions 
shall  be  taken  into  account  in  deter¬ 
mining  the  aggregate  sum  of  the  taxable 
gifts  for  either  (1)  the  preceding  cal¬ 
endar  years  and  calendar  quarters  (un¬ 
der  paragraph  (a)  (1)  of  this  section)  or, 
(2)  the  preceding  calendar  years  (under 
paragraph  (a)(2)  of  this  section). 

(d)  If  interpretations  of  the  gift  tax 
law  in  prior  calendar  years  or  calendar 
quarters  resulted  in  the  erroneous  inclu¬ 
sion  of  property  for  gift  tax  purposes 
that  should  have  been  excluded,  or  the 


erroneous  exclusion  of  property  that 
should  have  been  included,  adjustments 
must  be  made  in  order  to  arrive  at  the 
correct  aggregate  of  taxable  gifts  for 
either  (1)  the  preceding  calendar  years 
and  calendar  quarters  (under  paragraph 
(a)(1)  of  this  section)  or,  (2)  the  pre¬ 
ceding  calendar  years  (under  paragraph 
(a)(2)  of  this  section).  However,  see 
section  1000  (e)  and  (g)  of  the  1939  Code 
relating  to  certain  discretionary  trusts 
and  reciprocal  trusts. 

Par.  49.  Section  25.2504-2  is  amended 
to  read  as  follows : 

§  25.2501—2  Valuation  of  certain  gifts 
for  preceding  calendar  years  and 
quarters. 

Section  2504(c)  provides  that  if  the 
valuation  of  a  transfer  for  gift  tax  pur¬ 
poses  with  respect  to  a  gift  made  in  a 
preceding  calendar  year  or  calendar 
quarter,  as  defined  in  §  25.2502-1  (c) ,  is 
at  issue,  and  if  the  statutory  period  with¬ 
in  which  an  assessment  may  be  made 
with  respect  to  the  gift  has  expired  and 
a  tax  has  been  actually  assessed  or  paid 
for  such  prior  calendar  year  or  calendar 
quarter,  then  the  value  of  the  gift,  for 
purposes  of  arriving  at  the  correct 
amount  of  the  taxable  gifts  for  either 
(1)  preceding  calendar  years  and  calen¬ 
dar  quarters  (under  5  25.2504-1  (a)  (1) ) 
or,  (2)  preceding  calendar  years  (under 
§  25.2504-1  (a)  (2) ),  is  the  value  that  was 
used  in  computing  the  tax  for  the  last 
preceding  calendar  year  or  calendar 
quarter  for  which  a  tax  was  assessed  or 
paid  under  chapter  12  of  the  Internal 
Revenue  Code  of  1954  or  the  correspond¬ 
ing  provisions  of  prior  laws.  However, 
this  rule  will  not  prevent  an  adjustment 
in  value  where  no  tax  was  paid  or  as¬ 
sessed  for  the  prior  calendar  year  or  cal¬ 
endar  quarter.  Furthermore,  this  rule 
does  not  apply  to  adjustments  involving 
issues  other  than  valuation.  See  para¬ 
graph  (d)  of  §  25.2504-1. 

Par.  50.  Section  25.2511-1  is  amended 
by  revising  paragraphs  (b)  and  (d)  to 
read  as  follows: 

§  25.251 1-1  Transfers  in  general. 

*  *  ♦  *  * 

(b)  In  the  case  of  a  nonresident  not 
a  citizen  who  was  not  engaged  in  busi¬ 
ness  in  the  United  States  (see  §  25.2501- 
1)  during  the  calendar  quarter  (calen¬ 
dar  year  with  respect  to  gifts  made  be¬ 
fore  January  1,  1971),  the  tax  is  imposed 
only  if  the  gift  consisted  of  real  estate 
or  tangible  personal  property  situated 
within  the  United  States  at  the  time 
of  transfer.  See  §§  25.2501-1  and  25.2511- 
3.  For  the  definition  of  calendar  q”  rter 
see  §  25.2502-1  (c)(1). 

♦  *  *  * 

(d )  If  a  joint  income  tax  return  is  filed 
by  a  husband  and  wife  for  a  taxable  year, 
the  payment  by  one  spouse  of  all  or  part 
of  the  income  tax  liability  for  such  year 
is  not  treated  as  resulting  in  a  transfer 
that  is  subject  to  gift  tax.  The  same  rule 
is  applicable  to  the  payment  of  gift  tax 
for  a  calendar  quarter  (or  calendar 
year)  in  the  case  of  a  husband  and  wife 
who  have  consented  to  have  the  gifts 


made  considered  as  made  half  by  each 
of  them  in  accordance  with  the  provi¬ 
sions  of  section  2513.  For  the  definition 
of  calendar  quarter  see  §  25.2502-1  (c) 
(1). 

***** 

Par.  51.  Section  25.2511-2  is  amended 
by  revising  paragraphs  (f)  and  (j)  to 
read  as  follows: 

§  25.2511—2  Cessation  of  Honor’s  do¬ 
minion  and  control. 
***** 

(f)  The  relinquishment  or  termina¬ 
tion  of  a  power  to  change  the  benefici¬ 
aries  of  transferred  property,  occurring 
otherwise  than  by  the  death  of  the  donor 
(the  statute  being  confined  to  transfers 
by  living  donors),  is  regarded  as  the 
event  that  completes  the  gift  and  causes 
the  tax  to  apply.  For  example,  if  A  trans¬ 
fers  property  in  trust  for  the  benefit  of 
B  and  C  but  reserves  the  power  as  trustee 
to  change  the  proportionate  interests  of 
B  and  C,  and  if  A  thereafter  has  another 
person  appointed  trustee  in  place  of  him¬ 
self,  such  later  relinquishment  of  the 
power  by  A  to  the  new  trustee  completes 
the  gift  of  the  transferred  property, 
whether  or  not  the  new  trustee  has  a 
substantial  adverse  interest.  The  receipt 
of  income  or  of  other  enjoyment  of  the 
transferred  property  by  the  transferee 
or  by  the  beneficiary  (other  than  by  the 
donor  himself)  during  the  interim  be¬ 
tween  the  making  of  the  initial  transfer 
and  the  relinquishment  or  termination 
of  the  power  operates  to  free  such  income 
or  other  enjoyment  from  the  power,  and 
constitutes  a  gift  of  such  income  or  of 
such  other  enjoyment  taxable  as  of  the 
calendar  quarter  or  calendar  year  of  its 
receipt.  See  §  25.2502— 1(c)  (1)  for  the 
definition  of  calendar  quarter.  If  prop¬ 
erty  is  transferred  in  trust  to  pay  the 
income  to  A  for  life  with  remainder  to  B, 
powers  to  distribute  corpus  to  A,  and  to 
withhold  income  from  A  for  future  dis¬ 
tribution  to  B,  are  powers  to  change  the 
beneficiaries  of  the  transferred  property. 
*  •  *  *  * 

( j )  If  the  donor  contends  that  a  power 
is  of  such  nature  as  to  render  the  gift 
incomplete,  and  hence  not  subject  to  the 
tax  as  of  the  calendar  quarter  or  calen¬ 
dar  year  of  the  initial  transfer,  the  trans¬ 
action  shall  be  disclosed  in  the  return 
and  evidence  showing  all  relevant  facts, 
including  a  copy  of  the  instrument  of 
transfer,  should  be  submitted.  See 
§  25.2502-Uc)  (1)  for  the  definition  of 
calendar  quarter. 

Par.  52.  Section  25.2511-3  is  amended 
by  revising  paragraphs  (a)(1),  (a)(2), 
and  (b)(2)  to  read  as  follows: 

§  25.2511—3  Transfers  by  nonresidents 
not  citizens. 

(a)  In  general.  *  *  * 

( 1 )  If  the  nonresident  not  a  citizen  of 
the  United  States  was  not  engaged  in 
business  in  the  United  States  during  the 
calendar  quarter  or  calendar  year  in 
which  the  gift  was  made,  the  tax  applies 
only  to  the  transfer  of  real  property  and 
tangible  personal  property  situated  in 
the  United  States.  See  §  25.2502-1  (c)  (1) 
for  the  definition  of  calendar  quarter. 
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(2)  If  the  nonresident  not  a  citizen  of 
the  United  States  was  engaged  in  busi¬ 
ness  in  the  United  States  during  the  cal¬ 
endar  quarter  or  calendar  year  in  which 
the  gift  was  made,  the  tax  applies  to  the 
transfer  of  all  property  (whether  real  or 
personal,  tangible  or  intangible)  situated 
in  the  United  States.  See  §  25.2502-1 
(c)(1)  for  the  definition  of  calendar 
quarter. 

(b)  Situs  of  property.  *  *  * 

(2)  Shares  of  stock  owned  and  held  by 
a  nonresident  not  a  citizen  of  the  United 
States  constitute  property  within  the 
United  States  if  issued  by  a  domestic 
corporation,  irrespective  of  where  the 
certificates  are  physically  located.  How¬ 
ever,  since  a  share  of  stock  is  intangible 
property,  the  transfer  by  gift  by  a  non¬ 
resident  not  a  citizen  of  the  United  States 
of  a  share  of  stock  issued  by  a  domestic 
corporation  would,  under  the  provisions 
of  paragraph  (a)  of  this  section,  be  sub¬ 
ject  to  the  tax  only  if  the  donor  was  en¬ 
gaged  in  business  in  the  United  States 
during  the  calendar  quarter  or  calendar 
year  in  which  the  gift  was  made.  See 
§  25.2502-l(c)  (1)  for  the  definition  of 
calendar  quarter. 

***** 

Par.  53.  Section  25.2512  is  amended  by 
revising  section  2512(b)  and  by  adding  a 
historical  note.  These  revised  and  added 
provisions  read  as  follows: 

§  25.2512  Statutory  provisions;  valua¬ 
tion  of  gifts. 

Sec.  2512.  Valuation  of  gifts. 

*  *  •  •  • 

(b)  Where  property  is  transferred  for  less 
than  an  adequate  and  full  consideration  In 
money  or  money’s  worth,  then  the  amount 
by  which  the  value  of  the  property  exceeded 
the  value  of  the  consideration  shall  be 
deemed  a  gift,  and  shall  be  Included  In  com¬ 
puting  the  amount  of  gifts  made  during  the 
calendar  quarter. 

[Sec.  2512  as  amended  by  sec.  102(b)(1), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1840)  ] 

Par.  54.  Section  25.2513  is  amended  by 
revising  section  2513  (a),  (b)(2),  (c)(1), 
and  (d) ,  and  by  adding  a  historical  note. 
These  revised  and  added  provisions  read 
as  follows: 

§  25.2513  Statutory  provisions;  gift  by 
husband  or  wife  to  third  party;  con¬ 
sidered  as  made  one-half  by  each. 

Sec.  2513.  Gift  by  husband  or  wife  to  third 
party — (a)  Considered  as  made  one-hdlf  by 
each — (1)  In  general.  A  gift  made  by  one 
spouse  to  any  person  other  than  his  spouse 
shall,  for  the  purposes  of  this  chapter,  be 
considered  as  made  one-half  by  him  and  one- 
half  by  his  spouse,  but  only  If  at  the  time  of 
the  gift  each  spouse  Is  a  citizen  or  resident 
of  the  United  States.  This  paragraph  shall 
not  apply  with  respect  to  a  gift  by  a  spouse 
of  an  Interest  in  property  if  he  creates  in  his 
spouse  a  general  power  of  appointment,  as 
defined  In  section  2514(c),  over  such  Inter¬ 
est.  For  purposes  of  this  section,  an  Indi¬ 
vidual  shall  be  considered  as  the  spouse  of 
another  Individual  only  If  he  Is  married  to 
such  individual  at  the  time  of  the  gift  and 
does  not  remarry  during  the  remainder  of 
the  calendar  quarter. 

(2)  Consent  of  both  spouses.  Paragraph 
(1)  shall  apply  only  if  both  spouses  have 
signified  (under  the  regulations  provided 
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for  In  subsection  (b) )  their  consent  to  the 
application  of  paragraph  (1)  In  the  case  of 
all  such  gifts  made  during  the  calendar  quar¬ 
ter  by  either  while  married  to  the  other. 

(b)  Manner  and  time  of  signifying  con¬ 
sent.  *  *  • 

(2)  Time.  Such  consent  may  be  so  signi¬ 
fied  at  any  time  after  the  close  of  the  calen¬ 
dar  quarter  In  which  the  gift  was  made,  sub¬ 
ject  to  the  following  limitations — 

(A)  The  consent  may  not  be  signified 
after  the  15th  day  of  the  second  month  fol¬ 
lowing  the  close  of  such  calendar  quarter, 
unless  before  such  15th  day  no  return  has 
been  filed  for  such  calendar  quarter  by 
either  spouse,  in  which  case  the  consent  may 
not  be  signified  after  a  return  for  such  cal¬ 
endar  quarter  is  filed  by  either  spouse; 

(B)  The  consent  may  not  be  signified 
after  a  notice  of  deficiency  with  respect  to 
the  tax  for  such  calendar  quarter  has  been 
sent  to  either  spouse  in  accordance  with 
section  6212(a). 

(c)  Revocation  of  consent.  Revocation  of 
a  consent  previously  signified  shall  be  made 
In  such  manner  as  Is  provided  under  regula¬ 
tions  prescribed  by  the  Secretary  or  his 
delegate,  but  the  right  to  revoke  a  consent 
previously  signified  with  respect  to  a  cal¬ 
endar  quarter — 

(1)  Shall  not  exist  after  the  15th  day  of 
the  second  month  following  the  close  of 
such  calendar  quarter  if  the  consent  was 
signified  on  or  before  such  15th  day;  and 

*  *  *  *  * 

(d)  Joint  and  several  liability  for  tax.  If 
the  consent  required  by  subsection  (a)(2) 
is  signified  with  respect  to  a  gift  made  in 
any  calendar  quarter,  the  liability  with  re¬ 
spect  to  the  entire  tax  Imposed  by  this 
chapter  of  each  spouse  for  such  calendar 
quarter  shall  be  Joint  and  several. 

[Sec.  2513  as  amended  by  sec.  102(b)(2), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1840)] 

Par.  55.  Section  25.2513-1  is  amended 
by  revising  paragraph  (a),  by  revising 
subparagraphs  (1),  (2),  and  (5)  of  para¬ 
graph  (b),  by  revising  paragraph  (c), 
and  by  revising  paragraph  (d).  These 
revised  provisions  read  as  follows: 

§  25.2513—1  Gifts  by  husband  or  wife  to 
third  party  considered  as  made  one- 
lialf  by  each. 

(a)  A  gift  made  by  one  spouse  to  a 
person  other  than  his  (or  her)  spouse 
may,  for  the  purpose  of  the  gift  tax,  be 
considered  as  made  one-half  by  his 
spouse,  but  only  if  at  the  time  of  the 
gift  each  spouse  was  a  citizen  or  resident 
of  the  United  States.  For  purposes  of 
this  section,  an  individual  is  to  be  con¬ 
sidered  as  the  spouse  of  another  individ¬ 
ual  only  if  he  was  married  to  such 
individual  at  the  time  of  the  gift  and 
does  not  remarry  during  the  remainder 
of  the  calendar  quarter  (calendar  year 
with  respect  to  gifts  made  before  Jan¬ 
uary  1,  1971).  For  the  definition  of 
calendar  quarter  see  §  25.2502-1  (c)  (1). 

(b)  The  provisions  of  this  section  will 
apply  to  gifts  made  during  a  particular 
calendar  quarter  (calendar  year  with 
respect  to  gifts  made  before  January  1, 
1971)  only  if  both  spouses  signify  their 
consent  to  treat  all  gifts  made  to  third 
parties  during  that  calendar  quarter  (or 
calendar  year)  by  both  spouses  while 
married  to  each  other  as  having  been 
made  one-half  by  each  spouse.  As  to  the 
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manner  and  time  for  signifying  consent, 
see  §  25.2513-2.  Such  consent,  if  signi¬ 
fied  with  respect  to  any  calendar  quar¬ 
ter  (or  calendar  year),  is  effective  with 
respect  to  all  gifts  made  to  third  parties 
during  such  calendar  quarter  or  calendar 
year  except  as  follows: 

(1)  If  the  consenting  spouses  were  not 
married  to  each  other  during  a  portion  of 
the  calendar  quarter  or  calendar  year, 
the  consent  is  not  effective  with  respect 
to  any  gifts  made  during  such  portion  of 
the  calendar  quarter  or  calendar  year. 
Where  the  consent  is  signified  by  an 
executor  or  administrator  of  a  deceased 
spouse,  the  consent  is  not  effective  with 
respect  to  gifts  made  by  the  surviving 
spouse  during  the  portion  of  the  calen¬ 
dar  quarter  or  calendar  year  that  his 
spouse  was  deceased. 

(2)  If  either  spouse  was  a  nonresi¬ 
dent  not  a  citizen  of  the  United  States 
during  any  portion  of  the  calendar 
quarter  or  calendar  year,  the  consent  is 
not  effective  with  respect  to  any  gift 
made  during  that  portion  of  the  calen¬ 
dar  quarter  or  calendar  year. 

*  *  *  «  * 

(5)  The  consent  applies  alike  to  gifts 
made  by  one  spouse  alone  and  to  gifts 
made  partly  by  each  spouse,  provided 
such  gifts  were  to  third  parties  and  do 
not  fall  within  any  of  the  exceptions  set 
forth  in  subparagraphs  (1)  through  <4; 
of  this  paragraph.  The  consent  may  not 
be  applied  only  to  a  portion  of  the 
property  interest  constituting  such  guts. 
For  example,  a  wife  may  not  treat  gifts 
made  by  her  spouse  from  his  separate 
property  to  third  parties  as  having  been 
made  one-half  by  her  if  her  spouse  does 
not  consent  to  treat  gifts  made  by  her 
to  third  parties  during  the  same  calen¬ 
dar  quarter  or  calendar  year  as  having 
been  made  one-half  by  him.  If  the  con¬ 
sent  is  effectively  signified  on  either  the 
husband's  return  or  the  wife's  return,  all 
gifts  made  by  the  spouses  to  third  par¬ 
ties  (except  as  described  in  subpara¬ 
graphs  (1)  through  (4)  of  this  para¬ 
graph),  during  the  calendar  quarter  or 
calendar  year  will  be  treated  as  having 
been  made  one-half  by  each  spouse. 

(c)  If  a  husband  and  wife  consent  to 
have  the  gifts  made  to  third  party  donees 
considered  as  made  one-half  by  each 
spouse,  and  only  one  spouse  makes  gifts 
during  the  calendar  quarter  (calendar 
year  with  respect  to  gifts  made  before 
January  1,  1971),  the  other  spouse  is  not 
required  to  file  a  gift  tax  return  provided : 
(1)  The  total  value  of  the  gifts  made  to 
each  third  party  donee  since  the  begin¬ 
ning  of  the  calendar  year  is  not  in  excess 
of  $6,000.  and  (2)  no  portion  of  the  prop¬ 
erty  transferred  constitutes  a  gift  of  a 
future  interest.  If  a  transfer  made  by 
either  spouse  during  the  calendar  quar¬ 
ter  (or  calendar  year)  to  a  third  party 
represents  a  gift  of  a  future  interest  in 
property  and  the  spouses  consent  to  have 
the  gifts  considered  as  made  one-half  by 
each,  a  gift  tax  return  for  such  calendar 
quarter  (or  calendar  year)  must  be  filed 
by  each  spouse  regardless  of  the  value 
of  the  transfer.  (See  §  25.2503-3  for  the 
definition  of  a  future  interest.) 
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(d)  The  following  examples  illustrate 
the  application  of  this  section  relating 
to  the  requirements  for  the  filing  of  a 
return,  assuming  that  a  consent  was 
effectively  signified: 

<1>  A  husband  made  gifts  valued  at 
$7,000  during  the  second  quarter  of  1971 
to  a  third  party  and  his  wife  made  no 
gifts  during  this  time.  Each  spouse  is 
required  to  file  a  return  for  the  second 
calendar  quarter  of  1971. 

(2)  A  husband  made  gifts  valued  at 
$5,000  to  each  of  two  third  parties  during 
the  year  1970  and  his  wife  made  no  gifts. 
Only  the  husband  is  required  to  file  a 
return.  (See  §  25.6019-2.) 

<  3  *  During  the  third  quarter  of  1971, 
a  husband  made  gifts  valued  at  $5,000  to 
a  third  party,  and  his  wife  made  gifts 
valued  at  $2,000  to  the  same  third  party. 
Each  spouse  is  required  to  file  a  return 
for  the  third  calendar  quarter  of  1971. 

(4)  A  husband  made  gifts  valued  at 
$5,000  to  a  third  party  and  his  wife 
made  gifts  valued  at  $3,000  to  another 
third  party  during  the  year  1970.  Only 
the  husband  is  required  to  file  a  return 
for  the  calendar  year  1970.  (See 
§  25.6019-2.) 

<  5  >  A  husband  made  gifts  valued  at 
$2,000  during  the  first  quarter  of  1971 
to  third  parties  which  represented  gifts 
of  future  interests  in  property  (see 
§  25.2503-3),  and  his  wife  made  no  gifts 
during  such  calendar  quarter.  Each 
spouse  is  required  to  file  a  return  for 
the  first  calendar  quarter  of  1971. 

Par.  56.  Section  25.2513-2  is  amended 
by  revising  paragraphs  (a),  <b>,  and  (d> 
to  read  as  follows: 

§  25. 2513— 2  Manner  and  lime  of  sig¬ 
nifying  ronsent. 

(a)(1)  Consent  to  the  application  of 
the  provisions  of  section  2513  with  re¬ 
spect  to  a  calender  quarter  (a  calendar 
year  with  respect  to  gifts  made  before 
January  1,  1971)  shall,  in  order  to  be 
effective,  be  signified  by  both  spouses.  If 
both  spouses  file  gift  tax  returns  within 
the  time  for  signifying  consent,  it  is  suf¬ 
ficient  if — 

(i)  The  consent  of  the  husband  is  sig¬ 
nified  on  the  wife's  return,  and  the  con¬ 
sent  of  the  wife  is  signified  on  the  hus¬ 
band's  return; 

(ii)  The  consent  of  each  spouse  is  sig¬ 
nified  on  his  own  return;  or 

(iii>  The  consent  of  both  spouses  is 
signified  on  one  of  the  returns. 

If  only  one  spouse  files  a  gift  tax  return 
within  the  time  provided  for  signifying 
consent,  the  consent  of  both  spouses  shall 
be  signified  on  that  return.  However, 
wherever  possible,  the  notice  of  the  con¬ 
sent  is  to  be  shown  on  both  returns  and 
it  is  preferred  that  the  notice  be  executed 
in  the  manner  described  in  subdivision 
(i)  of  this  subparagraph.  The  consent 
may  be  revoked  only  as  provided  in 
§  25.2513-3.  If  one  spouse  files  more  than 
one  gift  tax  return  for  a  calendar  quar¬ 
ter  (or  a  calendar  year)  on  or  before  the 
due  date  of  the  return,  the  last  return 
so  filed  shall,  for  the  purpose  of  deter¬ 
mining  whether  a  consent  has  been  sig¬ 
nified,  be  considered  as  the  return.  (See 


§  25.6075-1  for  the  due  date  of  a  gift 
tax  return.) 

(2)  Subject  to  the  limitations  of  para¬ 
graph  (b)  of  this  section,  the  consent 
signified  on  a  return  filed  for  a  calendar 
quarter  will  be  effective  for  a  previous 
calendar  quarter  of  the  same  calendar 
year  for  which  no  return  was  filed  be¬ 
cause  the  gifts  made  during  such  previ¬ 
ous  calendar  quarter  did  not  exceed  the 
annual  exclusion  provided  by  section 
2503(b),  if  the  gifts  in  such  previous  cal¬ 
endar  quarter  are  listed  on  that  return. 
Thus,  for  example,  fi  A  gave  $2,000  to 
his  son  in  the  first  quarter  of  1972  (and 
filed  no  return  because  of  section  2503 

(b) )  and  gave  a  further  $4,000  to  such 
son  in  the  last  quarter  of  the  year,  A  and 
his  spouse  could  signify  consent  to  the 
application  of  section  2513  on  the  return 
filed  for  the  fourth  quarter  and  have  it 
apply  to  the  first  quarter  as  well,  pro¬ 
vided  that  the  $2,000  gift  is  listed  on  such 
return. 

(b)  (1)  With  respect  to  gifts  made 
after  December  31, 1970,  the  consent  may 
be  signified  at  any  time  following  the 
close  of  the  calendar  quarter  in  which 
the  gift  was  made,  subject  to  the  follow¬ 
ing  limitations: 

(1)  The  consent  may  not  be  signified 
after  the  15th  day  of  the  second  month 
following  the  close  of  such  calendar 
quarter,  unless  before  such  15th  day,  no 
return  has  been  filed  for  such  calendar 
quarter  by  either  spouse,  in  which  case 
the  consent  may  not  be  signified  after 
a  return  for  such  calendar  quarter  is 
filed  by  either  spouse ;  and 

(ii)  The  consent  may  not  be  signified 
after  a  notice  of  deficiency  with  respect 
to  the  tax  for  such  calendar  quarter  has 
been  sent  to  either  spouse  in  accord¬ 
ance  with  section  6212(a) . 

(2)  With  respect  to  gifts  made  before 
January  1,  1971,  the  consent  may  be  sig¬ 
nified  at  any  time  following  the  close  of 
the  calendar  year,  subject  to  the  follow¬ 
ing  limitations: 

<i)  The  consent  may  not  be  signified 
after  the  15th  day  of  April  following  the 
close  of  the  calendar  year,  unless  before 
such  15th  day  no  return  has  been  filed 
for  the  year  by  either  spouse,  in  which 
case  the  consent  may  not  be  signified 
after  a  return  for  the  year  is  filed  by 
either  spouse;  and 

(ii)  The  consent  may  not  be  signified 
for  a  calendar  year  after  a  notice  of  de¬ 
ficiency  in  gift  tax  for  that  year  has  been 
sent  to  either  spouse  in  accordance  with 
the  provisions  of  section  6212(a). 
***** 

(d)  If  the  donor  and  spouse  consent  to 
the  application  of  section  2513,  the  re¬ 
turn  or  returns  for  the  calendar  quarter 
(calendar  year  with  respect  to  gifts  made 
before  January  1,  1971)  must  set  forth, 
to  the  extent  provided  thereon,  informa¬ 
tion  relative  to  the  transfers  made  by 
each  spouse. 

Par.  57.  Section  25.2513-3  is  amended 
to  read  as  follows: 

§  25.2513—3  Revocation  of  consent. 

(a)(1)  With  respect  to  gifts  made  af¬ 
ter  December  31,  1970,  if  the  consent  to 
the  application  of  the  provisions  of  sec¬ 


tion  2513  for  a  calendar  quarter  was  ef¬ 
fectively  signified  on  or  before  the  15th 
day  of  the  second  month  following  the 
close  of  such  calendar  quarter,  either 
spouse  may  revoke  the  consent  by  filing 
in  duplicate  a  signed  statement  of  revo¬ 
cation,  but  only  if  the  statement  is  filed 
on  or  before  such  15th  day  of  the  second 
month  following  the  close  of  such  cal¬ 
endar  quarter.  Therefore,  a  consent 
that  was  not  effectively  signified  until 
after  the  15th  day  of  the  second  month 
following  the  close  of  the  calendar  quar¬ 
ter  to  which  it  applies  may  not  be  re¬ 
voked.  (See  §  25.2502-Hc)  (1)  for  the 
definition  of  calendar  quarter.) 

(2)  With  respect  to  gifts  made  before 
January  1,  1971,  if  the  consent  to  the 
application  of  the  provisions  ol  section 
2513  for  a  calendar  year  was  effectively 
signified  on  or  before  the  15th  day  of 
April  following  the  close  of  the  calendar 
year,  either  spouse  may  revoke  the  con¬ 
sent  by  filing  in  duplicate  a  signed 
statement  of  revocation,  but  only  if  the 
statement  is  filed  on  or  before  such  15th 
day  of  April.  Therefore,  a  consent  that 
was  not  effectively  signified  until  after 
the  15th  day  of  April  following  the  close 
of  the  calendar  year  to  which  it  ap¬ 
plies  may  not  be  revoked. 

(b)  Except  as  provided  in  paragraph 
(b)  of  §  301.6091-1  of  this  chapter  (relat¬ 
ing  to  hand-carried  documents),  the 
statement  referred  to  in  paragraph  (a) 
of  this  section  shall  be  filed  with  the  in¬ 
ternal  revenue  officer  with  whom  the  gift 
tax  return  is  required  to  be  filed,  or  with 
whom  the  gift  tax  return  would  be  re¬ 
quired  to  be  filed  if  a  return  were 
required. 

Par.  58. ^Section  25.2513-4  is  amended 
to  read  as  follows: 

§  25.2513—4  Joint  and  several  liability 
for  tax. 

If  consent  to  the  application  of  the 
provisions  of  section  2513  is  signified  as 
provided  in  §  25.2513-2,  and  not  revoked 
as  provided  in  §  25.2513-3,  the  liability 
with  respect  to  the  entire  gift  tax  of  each 
spouse  for  such  calendar  quarter  (cal¬ 
endar  year  with  respect  to  gifts  made 
before  January  1,  1971)  is  joint  and 
several.  See  paragraph  (d)  of  §  25.2511-1. 
For  the  definition  of  calendar  quarter 
see  §  25.2502-1(0(1). 

Par.  59.  Section  25.2514-3  is  amended 
by  revising  paragraph  (c)  (2)  to  read  as 
follows: 

§  25.2514—3  Powers  of  appointment 
ereated  after  October  21,  1942. 
***** 

(c)  Partial  releases,  lapses,  and  dis¬ 
claimers  of  general  powers  created  after 
October  21,  1942.  *  *  * 

(2)  If  a  general  power  of  appointment 
created  after  October  21,  1942,  was  par¬ 
tially  released  prior  to  June  1,  1951,  so 
that  it  no  longer  represented  a  general 
power  of  appointment,  as  defined  in  para  - 
graph  (c)  of  §  25.2514-1,  the  subequent 
exercise,  release,  or  lapse  of  the  par¬ 
tially  released  power  at  any  time  there¬ 
after  will  not  constitute  the  exercise  or 
release  of  a  general  power  of  appoint- 
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ment.  For  example,  assume  that  A 
created  a  trust  in  1943  under  which  B 
possessed  a  general  power  of  appoint¬ 
ment.  By  an  instrument  executed  in  1948 
such  general  power  of  appointment  was 
reduced  in  scope  by  B  to  an  excepted 
power.  The  inter  vivos  exercise  in  1955, 
or  in  any  calendar  year  or  calendar  quar¬ 
ter  thereafter,  of  such  excepted  power  is 
not  considered  an  exercise  or  release  of 
a  general  power  of  appointment  for  pur¬ 
poses  of  the  gift  tax.  For  the  definition 
of  calendar  quarter  see  §  25.2502-1  (c)  (1) . 

*  •  •  *  • 

Par.  60.  Section  25.2515  is  amended  by 
revising  section  2515(c)  and  by  adding  a 
historical  note.  These  revised  and  added 
provisions  read  as  follows: 

§  25.251 5  Statutory  provisions;  tenan¬ 
cies  by  the  entirety. 

Sec.  2515.  Tenancies  by  the  entirety — *  *  • 

(c)  Exercise  of  election.  The  election  pro¬ 
vided  by  subsection  (a)  shall  be  exercised  by 
including  such  creation  of  a  tenancy  by  the 
entirety  or  additions  made  to  the  value 
thereof  as  a  transfer  by  gift,  to  the  extent 
such  transfer  constitutes  a  gift,  determined 
without  regard  to  this  section,  in  the  gift 
tax  return  of  the  donor  for  the  calendar 
quarter  in  which  such  tenancy  by  the  en¬ 
tirety  was  created  or  additions  made  to  the 
value  thereof,  filed  within  the  time  prescribed 
by  law,  irrespective  of  whether  or  not  the 
gift  exceeds  the  exclusion  provided  by  sec¬ 
tion  2503(b). 

•  •  •  •  • 

[Sec.  2515  as  amended  by  sec.  102(b)(3), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1841)  ] 

Par.  61.  Section  25.2515-1  is  amended 
by  revising  paragraph  (b) ,  and  by  revis¬ 
ing  subparagraphs  (1),  (2)(ii)(b),  and 
(3)  of  paragraph  (d).  These  revised 
paragraphs  read  as  follows: 

§  25.2515—1  Tenancies  by  the  entirely; 

in  general. 

***** 

(b)  Gift  upon  creation  of  tenancy  by 
the  entirety ;  in  general.  During  calen¬ 
dar  years  prior  to  1955  the  contribution 
made  by  a  husband  or  wife  in  the  crea¬ 
tion  of  a  tenancy  by  the  entirety  consti¬ 
tuted  a  gift  to  the  extent  that  the  con¬ 
sideration  furnished  by  either  spouse  ex¬ 
ceeded  the  value  of  the  rights  retained  by 
that  spouse.  The  contribution  made  by 
either  or  both  spouses  in  the  creation  of 
such  a  tenancy  during  the  calendar  year 
1955,  any  calendar  year  beginning  before 
January  1,  1971,  or  any  calendar  quarter 
beginning  after  December  31,  1970,  is  not 
deemed  a  gift  by  either  spouse,  regard¬ 
less  of  the  proportion  of  the  total  con¬ 
sideration  furnished  by  either  spouse, 
unless  the  donor  spouse  elects  (see 
§  25.2515-2)  under  section  2515(c)  to 
treat  such  transaction  as  a  gift  in  the 
calendar  quarter  or  calendar  year  in 
which  the  transaction  is  effected.  See 
§  25.2502-1  (c)(1)  for  the  definition  of 
calendar  quarter.  However,  there  is  a  gift 
upon  the  termination  of  such  a  tenancy, 
other  than  by  the  death  of  a  spouse,  if 
the  proceeds  received  by  one  spouse  on 
termination  of  the  tenancy  are  larger 
than  the  proceeds  allocable  to  the  con¬ 
sideration  furnished  by  that  spouse  to 


the  tenancy.  The  creation  of  a  tenancy 
by  the  entirety  takes  place  if  (1)  a  hus¬ 
band  or  his  wife  purchases  property  and 
causes  the  title  thereto  to  be  conveyed 
to  themselves  as  tenants  by  the  entirety, 
(2)  both  join  in  such  a  purchase,  or  (3) 
either  or  both  cause  to  be  created  such 
a  tenancy  in  property  already  owned  by 
either  or  both  of  them.  The  rule  pre¬ 
scribed  herein  with  respect  to  the  crea¬ 
tion  of. a  tenancy  by  the  entirety  applies 
also  to  contributions  made  in  the  making 
of  additions  to  the  value  of  such  a  ten¬ 
ancy  (in  the  form  of  improvements,  re¬ 
ductions  in  the  indebtedness,  or  other¬ 
wise)  ,  regardless  of  the  proportion  of  the 
consideration  furnished  by  each  spouse. 
See  §  25.2516-1  for  transfers  made  pur¬ 
suant  to  a  property  settlement  agreement 
incident  to  divorce. 

***** 

(d>  Gift  upon  termination  of  tenancy 
by  the  entirety — ( 1 )  In  general.  Upon  the 
termination  of  the  tenancy,  whether 
created  before,  during,  or  subsequent  to 
the  calendar  year  1955,  a  gift  may  result, 
depending  upon  the  disposition  made  of 
the  proceeds  of  the  termination  (whether 
the  proceeds  be  in  the  form  of  cash,  prop¬ 
erty,  or  interests  in  property).  A  gift 
may  result  notwithstanding  the  fact  that 
the  contribution  of  either  spouse  to  the 
tenancy  wac  treated  as  a  gift.  See 
§  25.2515-3  for  the  method  of  determining 
the  amount  of  any  gift  that  may  result 
from  the  termination  of  the  tenancy  in 
those  cases  in  which  no  portion  of  the 
consideration  contributed  was  treated  as 
a  gift  by  the  spouses  in  the  calendar 
quarter  or  calendar  year  in  which  it  was 
furnished.  See  §  25.2515-4  for  the  method 
of  determining  the  amount  of  any  gift 
that  may  result  from  the  termination 
of  the  tenancy  in  those  cases  in  which  all 
Of  a  portion  of  the  consideration  con¬ 
tributed  was  treated  as  constituting  a  gift 
by  the  spouses  in  the  calendar  quarter  or 
calendar  year  in  which  it  was  furnished. 
See  §  25.2515-2  for  the  procedure  to  be 
followed  by  a  donor  who  elects  under  sec¬ 
tion  2515(c)  to  treat  the  creation  of  a 
tenancy  by  the  entirety  (or  the  making 
of  additions  to  its  value)  as  a  transfer 
subject  to  the  gift  tax  in  the  calendar 
quarter  (calendar  year  with  respect  to 
such  transfers  made  before  January  1, 
1971)  in  which  the  transfer  is  made,  and 
for  the  method  of  determining  the 
amount  of  the  gift.  See  §  25.2502-1  (c)  (1) 
for  the  definition  of  calendar  quarter. 

(2)  Termination.  *  *  * 

(ii)  Exchange  or  reinvestment.  *  *  * 

(b)  On  or  before  the  due  date  for  the 
filing  of  a  gift  tax  return  for  the  calen¬ 
dar  quarter  or  calendar  year  (see  §  25.- 
6075-1  for  the  time  for  filing  gift  tax 
returns)  in  which  the  property  held  as 
tenants  by  the  entirety  was  sold,  ex¬ 
changed,  or  otherwise  disposed  of,  the 
spouses  enter  into  a  binding  contract 
for  the  purchase  of  other  real  property; 
and 

***** 

(3)  Proceeds  of  termination,  (i)  The 
proceeds  of  termination  may  be  received 
by  a  spouse  in  the  form  of  money,  prop¬ 
erty,  or  an  interest  in  property.  Where 
the  proceeds  are  received  in  the  form  of 


property  (other  than  money)  or  an  in¬ 
terest  in  property,  the  value  of  the  pro¬ 
ceeds  received  by  that  spouse  is  the  fair 
market  value,  on  the  date  of  termina¬ 
tion  of  the  tenancy  by  the  entirety,  of 
the  property  or  interest  received.  Thus, 
if  a  tenancy  by  the  entirety  is  terminated 
so  that  thereafter  each  spouse  owns  an 
undivided  half  interest  in  the  property 
as  tenant  in  common,  the  value  of  the 
proceeds  of  termination  received  by  each 
spouse  is  one-half  the  value  of  the  prop¬ 
erty  at  the  time  of  the  termination  of 
the  tenancy  by  the  entirety.  If  under 
local  law  one  spouse,  without  the  consent 
of  the  other,  can  bring  about  a  severance 
of  his  or  her  interest  in  a  tenancy  by 
the  entirety  and  does  so  by  making  a 
gift  of  his  or  her  interest  to  a  third 
party,  that  spouse  is  considered  as  hav¬ 
ing  received  proceeds  of  termination  in 
the  amount  of  the  fair  market  value,  at 
the  time  of  the  termination,  of  his  sever¬ 
able  interest  determined  in  accordance 
with  the  rules  prescribed  in  §  25.2512-5. 
He  has,  in  addition,  made  a  gift  to  the 
third  party  of  the  fair  market  value  of 
the  interest  conveyed  to  the  third  party. 
In  such  a  case,  the  other  spouse  also 
is  considered  as  having  received  as  pro¬ 
ceeds  of  termination  the  fair  market 
value,  at  the  time  of  termination,  of  the 
interest  which  she  thereafter  holds  in 
the  property  as  tenant  in  common  with 
the  third  party.  However,  since  section 
2515(b)  contemplates  that  the  spouses 
may  divide  the  proceeds  of  termination 
in  some  proportion  other  than  that  rep¬ 
resented  by  the  values  of  their  respective 
legal  interests  in  the  property,  if  both 
spouses  join  together  in  making  a  gift 
to  a  third  party  of  property  held  by  them 
as  tenants  by  the  entirety,  the  value  of 
the  proceeds  of  termination  which  will 
be  treated  as  received  by  each  is  the 
amount  which  each  reports  (on  his  or 
her  gift  tax  return  filed  for  the  calendar 
quarter  or  calendar  year  in  which  the 
termination  occurs)  as  the  value  of  his 
or  her  gift  to  the  third  party.  This 
amount  is  the  amount  which  each  re¬ 
ports  without  regard  to  whether  the 
spouses  elect  under  section  2513  to  treat 
the  gifts  as  made  one-half  by  each.  For 
example,  assume  that  H  and  W  (his 
wife)  hold  real  property  as  tenants  by 
the  entirety:  that  in  the  first  calendar 
quarter  of  1972,  when  the  property  has 
a  fair  market  value  of  $60,000,  they  give 
it  to  their  son ;  and  that  on  their  gift  tax 
returns  for  such  calendar  quarter,  H  re¬ 
ports  himself  as  having  made  a  gift  to 
the  son  of  $36,000  and  W  reports  herself 
as  having  made  a  gift  to  the  son  of 
$24,000.  Under  these  circumstances,  H  is 
considered  as  having  received  proceeds 
of  termination  valued  at  $36,000,  and  W 
is  considered  as  having  received  pro¬ 
ceeds  of  termination  valued  at  $24,000. 
***** 

Par.  62.  Section  25.2515-2  is  amended 
by  revising  paragraph  (a)  to  read  as 
follows: 

§  25.2515—2  Tenancies  by  the  entirety; 
transfers  treated  as  gifts;  manner  of 
election  and  valuation. 

(a)  The  election  to  treat  the  creation 
of  a  tenancy  by  the  entirety  in  real  prop- 
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erty.  or  additions  made  to  its  value,  as 
constituting  a  gift  in  the  calendar  quarter 
or  calendar  year  in  which  effected,  shall 
be  exercised  by  including  the  value  of 
such  gifts  in  the  gift  tax  return  of  the 
donor  for  such  calendar  quarter  or  calen¬ 
dar  year  in  which  the  tenancy  was 
created,  or  the  additions  in  value  w'ere 
made  to  the  property.  See  section  6019 
and  the  regulations  thereunder.  The  elec¬ 
tion  may  be  exercised  only  in  a  return 
filed  within  the  time  prescribed  by  law, 
or  before  the  expiration  of  any  extension 
of  time  granted  pursuant  to  law  for  the 
filing  of  the  return.  See  section  6075  for 
the  time  for  filing  the  gift  tax  return  and 
section  6081  for  extensions  of  time  for 
filing  the  return,  together  with  the  regu¬ 
lations  thereunder.  In  order  to  make  the 
election,  a  gift  tax  return  must  be  filed 
for  the  calendar  quarter  or  calendar  year 
in  which  the  tenancy  was  created,  or  ad¬ 
ditions  in  value  thereto  made,  even 
though  the  value  of  the  gift  involved  does 
not  exceed  the  amount  of  the  exclusion 
provided  by  section  2503(b).  See 
§  25.2502-1  (c)  (1)  for  the  definition  of 
calendar  quarter. 

♦  *  ♦  *  * 

Par.  63.  Section  25.2515-3  is  amended 
by  revising  paragraph  (b)  to  read  as 
follows : 

§  25.25 IS— 3  Termination  of  tenaney  by 
the  entirety;  eases  in  which  entire 
value  of  gift  is  determined  under 
section  2515(b). 

*  *  *  *  * 

(b)  In  computing  the  value  of  the  gift 
under  the  circumstances  described  in 
paragraph  (a)  of  this  section,  it  is  first 
necessary  to  determine  the  spouse’s  share 
of  the  proceeds  attributable  to  the  con¬ 
sideration  furnished  by  him.  This  share 
is  computed  by  multiplying  the  total 
value  of  the  proceeds  of  the  termina¬ 
tion  by  a  fraction,  the  numerator  of 
which  is  the  total  consideration 
furnished  by  the  donor  spouse  and  the 
denominator  of  which  is  the  total  con¬ 
sideration  furnished  by  both  spouses. 
From  this  amount  there  is  subtracted 
the  value  of  the  proceeds  of  termination 
received  by  the  donor  spouse.  The 
amount  remaining  is  the  value  of  the 
gift.  In  arriving  at  the  “total  considera¬ 
tion  furnished  by  the  donor  spouse”  and 
the  “total  consideration  furnished  by 
both  spouses”,  for  purposes  of  the  com¬ 
putation  provided  for  in  this  paragraph, 
the  consideration  furnished  (see  para¬ 
graph  (c>  of  §  25.2515-1)  is  not  reduced 
by  any  amounts  which  otherwise  would 
have  been  excludable  under  section 
2503(b)  in  determining  the  amounts  of 
taxable  gifts  for  calendar  quarters  or 
calendar  years  in  which  the  considera¬ 
tion  was  furnished.  (See  §  25.2502-1 
(c)(1)  for  the  definition  of  calendar 
quarter.)  As  an  example  assume  that 
in  1955,  real  property  was  purchased 
for  $30,000,  the  husband  and  wife  each 
contributing  $12,000  and  the  remaining 
$6,000  being  obtained  through  a  mortgage 
on  the  property.  In  each  of  the  years 
1956  and  1957,  the  husband  paid  $3,000 
on  the  principal  of  the  indebtedness,  but 
did  not  disclose  the  value  of  these  trans¬ 


fers  on  his  gift  tax  returns  for  those 
years.  The  total  consideration  furnished 
by  the  husband  is  $18,000,  the  total  con¬ 
sideration  furnished  by  the  wife  is  $12,- 
000,  and  the  total  consideration  furnished 
by  both  spouses  is  $30,000. 

*  *  *  •  * 

Par.  64.  Section  25.2515-4  is  amended 
by  revising  paragraph  (a)  and  so  much  of 
paragraph  (c)  as  precedes  subparagraph 
(1)  thereof  to  read  as  follows: 

§  25.2515—4  Termination  of  tenancy  l»y 
entirety;  cases  in  which  none,  or  a 
portion  only,  of  value  of  gift  is  de¬ 
termined  under  section  2515(b). 

(a)  In  general.  The  rules  provided  in 
section  2515(b)  (see  §  25.2515-3)  are  not 
applied  in  determining  whether  a  gift 
has  been  made  at  the  termination  of  a 
tenancy  to  the  extent  that  the  consid¬ 
eration  furnished  for  the  creation  of  the 
tenancy  wras  treated  as  a  gift  or  if  the 
consideration  for  the  creation  of  the 
tenancy  was  furnished  by  a  third  party. 
Consideration  furnished  for  the  crea¬ 
tion  of  the  tenancy  was  treated  as  a  gift 
if  it  was  furnished  either  (1)  during 
calendar  years  prior  to  1955,  or  (2)  dur¬ 
ing  the  calendar  year  1955  and  sub¬ 
sequent  calendar  years  and  calendar 
quarters  and  the  donor  spouse  exercised 
the  election  to  treat  the  furnishing  of 
consideration  as  a  gift.  (For  the  defini¬ 
tion  of  calendar  quarter  see  §  25.2502-1 
(c)(1).)  See  paragraph  (b)  of  this  sec¬ 
tion  for  the  manner  of  computing  the 
value  of  gifts  resulting  from  the  termina¬ 
tion  of  the  tenancy  under  these  circum¬ 
stances.  See  paragraph  (c)  of  this  section 
for  the  rules  to  be  applied  wrhere  part  of 
the  total  consideration  for  the  creation 
of  the  tenancy  and  additions  to  the  value 
thereof  was  not  treated  as  a  gift  and  part 
either  was  treated  as  a  gift  or  was  fur¬ 
nished  by  a  third  party. 

*  *  *  *  * 

(c)  Valuation  of  gift  where  both  types 
of  consideration  are  involved.  If  the 
consideration  furnished  consists  in  part 
of  the  type  described  in  paragraph  (a) 
of  §  25.2515-3  (consideration  furnished 
by  the  spouses  after  1954,  and  not  treated 
as  a  gift  in  the  calendar  quarter  or 
calendar  year  in  which  it  was  furnished) 
and  in  part  of  the  type  described  in  para¬ 
graph  (a)  of  this  section  (consideration 
furnished  by  the  spouses  and  treated  as- 
a  gift  or  furnished  by  a  third  party), 
the  amount  of  the  gift  is  determined 
as  follows : 

***** 

Par.  65.  Section  25.2516-1  is  amended 
by  revising  paragraph  (b)  to  read  as 
follows : 

§  25.2516—1  Certain  property  settle- 
men  Is. 

*  *  *  *  * 

(b)  See  paragraph  (b)  of  §  25.6019- 
3  for  the  circumstances  under  which  in¬ 
formation  relating  to  property 
settlements  must  be  disclosed  on  the 
transferor’s  gift  tax  return  for  the  cal¬ 
endar  quarter  (calendar  year  with  re¬ 
spect  to  gifts  made  before  January  1, 
1971)  in  which  the  agreement  becomes 


effective.  See  I  25.2502-1  (c)  (1)  for  the 
definition  of  calendar  quarter. 

Par.  66.  Section  25.2517-1  is  amended 
by  revising  so  much  of  paragraph  (a)(1) 
as  follow's  subdivision  (iii)  to  read  as 
follows : 

§  25.2517—1  Employee's  annuities. 

(a)  In  general.  (1)  •  *  * 

The  value  of  the  gift  is  the  value,  on 
the  date  of  the  gift,  of  the  survivor 
annuity  or  other  payment,  computed  in 
accordance  with  the  principles  set  forth 
in  §5  25.2512-1,  25.2512-5,  and  25.2512- 
6.  It  should  be  noted  that  such  a  gift 
is  a  gift  of  a  future  interest  within  the 
contemplation  of  §  25.2503-3  and  no  part 
thereof  may  be  excluded  in  determining 
the  total  amount  of  gifts  made  during 
the  calendar  quarter  (calendar  year 
with  respect  to  gifts  made  before  Jan¬ 
uary  1.  1971).  See  §  25.2502-1(0  (1)  for 
the  definition  of  calendar  quarter. 
***** 

Par.  67.  Section  25.2521  is  amended  to 
read  as  follows : 

§  25.2521  Statutory  provisions;  specific 
exemption. 

Sec.  2521.  Specific  exemption.  In  comput¬ 
ing  taxable  gifts  for  a  calendar  quarter, 
there  shall  be  allowed  as  a  deduction  in  the 
case  of  a  citizen  or  resident  an  exemption 
of  $30,000,  less  the  aggregate  of  the  amounts 
claimed  and  allowed  as  a  specific  exemption 
in  the  computation  of  gift  taxes  for  the 
calendar  year  1932  and  all  calendar  years  and 
calendar  quarters  intervening  between  that 
calendar  year  and  the  calendar  quarter  for 
which  the  tax  is  being  computed  under  the 
laws  applicable  to  such  years  or  calendar 
quarters. 

[Sec.  2521  as  amended  by  sec.  102(c)  (1),  Ex¬ 
cise.  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (  84  Stat.  1841)  ] 

Par.  68.  Section  25.2521-1  is  amended 
to  read  as  follow's: 

§  25.2521—1  Specific  exemption. 

(a)  In  determining  the  amount  of 
taxable  gifts  for  the  calendar  quarter 
-(calendar  year  with  respect  to  gifts  made 
before  January  1, 1971)  there  may  be  de¬ 
ducted,  if  the  donor  was  a  resident  or 
citizen  of  the  United  States  at  the  time 
the  gifts  were  made,  a  specific  exemption 
of  $30,000,  less  the  sum  of  the  amounts 
claimed  and  allowed  as  an  exemption  in 
prior  calendar  quarters  or  calendar 
years.  The  exemption,  at  the  option  of  the 
donor,  may  be  taken  in  the  full  amount 
of  $30,000  in  a  single  calendar  quarter  or 
calendar  year,  or  be  spread  over  a  period 
of  time  in  such  amounts  as  the  donor 
sees  fit,  but  after  the  limit  has  been 
reached  no  further  exemption  is  allow¬ 
able.  Except  as  otherwise  provided  in  a 
tax  convention  between  the  United 
States  and  another  country,  a  donor  who 
was  a  nonresident  not  a  citizen  of  the 
United  States  at  the  time  the  gift  or 
gifts  were  made  is  not  entitled  to  this 
exemption.  For  the  definition  of  calendar 
quarter  see  §  25.2502-1  (c)  (1) . 

(b)  No  part  of  a  donor’s  lifetime  spe¬ 
cific  exemption  of  $30,000  may  be  de¬ 
ducted  from  the  value  of  a  gift  attribut¬ 
able  to  his  spouse  where  a  husband  and 
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wife  consent,  under  the  provisions  of 
section  2513,  to  have  the  gifts  made 
during  a  calendar  quarter  or  calendar 
year  considered  as  made  one-half  by  each 
of  them.  The  “gift-splitting”  provisions 
of  section  2513  do  not  authorize  the  filing 
of  a  joint  gift  tax  return  nor  permit  a 
donor  to  claim  any  of  his  spouse’s  spe¬ 
cific  exemption.  For  example,  if  a  hus¬ 
band  has  no  specific  exemption  remain¬ 
ing  available,  but  his  wife  does,  and  the 
husband  makes  a  gift  to  which  his  wife 
consents  under  the  provisions  of  section 
2513,  the  specific  exemption  remaining 
available  may  be  claimed  only  on  the 
return  of  the  wife  with  respect  to  one- 
half  of  the  gift.  The  husband  may  not 
claim  any  specific  exemption  since  he 
has  none  available. 

(c)  (1)  With  respect  to  gifts  made  after 
December  31,  1970,  the  amount  by  which 
the  specific  exemption  claimed  and  al¬ 
lowed  in  gift  tax  returns  for  prior 
calendar  quarters  and  calendar  years  ex¬ 
ceeds  $30,000  is  includible  in  determining 
the  aggregate  sum  of  the  taxable  gifts 
for  preceding  calendar  years  and  calen¬ 
dar  quarters.  See  paragraph  (b)  of 
§  25.2504-1. 

(2)  With  respect  to  gifts  made  before 
January  1,  1971,  the  amount  by  which 
the  specific  exemption  claimed  and  al¬ 
lowed  in  gift  tax  returns  for  prior  calen¬ 
dar  years  exceeds  $30,000  is  includible  in 
determining  the  aggregate  sum  of  the 
taxable  gifts  for  preceding  calendar 
years.  See  paragraph  (b)  of  §  25.2504-1. 

Par.  69.  Section  25.2522(a)  is  amended 
by  revising  so  much  of  section  2522(a)  as 
precedes  paragraph  (1)  thereof,  by  re¬ 
vising  section  2522(a)(2),  and  by  add¬ 
ing  a  historical  note.  These  revised  and 
added  provisions  read  as  follows: 

§  25.2522(a)  Statutory  provision* ;  char- 
liable  and  similar  gifts;  citizens  or 
residents. 

Sec.  2522.  Charitable  and  similar  gijts — (a) 
Citizens  or  residents.  In  computing  taxable 
gifts  for  the  calendar  quarter,  there  shall  be 
allowed  as  a  deduction  in  the  case  of  a  citizen 
or  resident  the  amount  of  all  gifts  made  dur¬ 
ing  such  quarter  to  or  for  the  use  of — 
***** 

(2)  A  corporation,  or  trust,  or  community 
chest,  fund,  or  foundation,  organized  and 
operated  exclusively  for  religious,  charitable, 
scientific,  literary,  or  educational  purposes, 
including  the  encouragement  of  art  and  the 
prevention  of  cruelty  to  children  or  ani¬ 
mals,  no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  share¬ 
holder  or  individual,  no  substantial  part  of 
the  activities  of  which  is  carrying  on  propa¬ 
ganda,  or  otherwise  attempting,  to  Influence 
legislation,  and  which  does  not  participate 
in,  or  intervene  in  (Including  the  publishing 
or  distributing  of  statements),  any  political 
campaign  on  behalf  of  any  candidate  for  pub¬ 
lic  office; 

•  *  *  *  * 

(Sec.  2522(a)  as  amended  by  sec.  201(d)  (4), 
Tax  Reform  Act  1969  (83  Stat.  561);  sec.  102 
(c)(2).  Excise,  Estate,  and  Gift  Tax  Adjust¬ 
ment  Act  1970  (84  Stat.  1841)] 

Par.  70.  Section  25.2522(a)-l  is 
amended  by  revising  so  much  of  para¬ 
graph  (a)  as  precedes  subparagraph  (1) 
thereof  to  read  as  follows: 


§  25.2522(a)— 1  Charitable  and  similar 
gifts;  citizens  or  residents. 

(a)  In  determining  the  amount  of  tax¬ 
able  gifts  for  the  calendar  quarter  as 
defined  in  §  25.2502-1  (c)  (1)  (calendar 
year  with  respect  to  gifts  made  before 
January  1,  1971)  there  may  be  deducted, 
in  the  case  of  a  donor  who  was  a  citizen 
or  resident  of  the  United  States  at  the 
time  the  gifts  were  made,  all  gifts  in¬ 
cluded  in  the  “total  amount  of  gifts’ 
made  by  the  donor  during  the  calendar 
quarter  or  calendar  year  (see  section  2503 
and  the  regulations  thereunder)  and 
made  to  or  for  the  use  of : 

***** 

Par.  71.  Section  25.2522(b)  is  amended 
by  revising  so  much  of  section  2522(b) 
as  precedes  paragraph  (1)  thereof,  by 
revising  section  2522(b)  (2)  and  (3)  and 
by  adding  a  historical  note.  These  revised 
and  added  provisions  read  as  follows: 

§  25.2522(h)  Statutory  provisions; 
charitable  ami  similar  gifts;  nonresi¬ 
dents. 

Sec.  2522.  Charitable  and  similar  gifts. 

m  m  m 

(b)  Nonresidents.  In  the  case  of  a  non¬ 
resident  not  a  citizen  of  the  United  States, 
there  shall  be  allowed  as  a  deduction  the 
amount  of  all  gifts  made  during  such  quarter 
to  or  for  the  use  of — 

***** 

(2)  A  domestic  corporation  organized  and 
operated  exclusively  for  religious,  charitable, 
scientific,  literary,  or  educational  purposes, 
including  the  encouragement  of  art  and  the 
prevention  of  cruelty  to  chUdren  or  animals 
no  part  of  the  net  earnings  of  which  inures 
to  the  benefit  of  any  private  shareholder  or 
individual,  no  substantial  part  of  the  activi¬ 
ties  of  which  is  carrying  on  propaganda,  or 
otherwise  attempting,  to  influence  legislation 
and  which  does  not  participate  in,  or  inter¬ 
vene  in  (including  the  publishing  or  distrib¬ 
uting  of  statements) ,  any  political  campaign 
on  behalf  of  any  candidate  for  public  office; 

(3)  A  trust,  or  community  chest,  fund,  or 
foundation,  organized  and  operated  exclu¬ 
sively  for  religious,  charitable,  scientific,  lit¬ 
erary,  or  educational  purposes,  including  the 
encouragement  of  art  and  the  prevention  of 
cruelty  to  children  or  animals,  no  substantial 
part  of  the  activities  of  which  is  carrying 
on  propaganda,  or  otherwise  attempting,  to 
influence  legislation,  and  which  does  not 
participate  in,  or  intervene  in  (including  the 
publishing  or  distributing  of  statements), 
any  political  campaign  on  behalf  of  any  can¬ 
didate  for  public  office;  but  only  if  such  gifts 
are  to  be  used  within  the  United  States  ex¬ 
clusively  for  such  purposes; 

***** 

[Sec.  2522(b)  as  amended  by  sec.  201(d)  (4), 
Tax  Reform  Act  1969  (83  Stat.  561);  sec.  102 
(c)  (2)  Excise,  Estate,  and  Gift  Tax  Adjust¬ 
ment  Act  1970  (84  Stat.  1841)] 

Par.  72.  Section  25.2523(a)  is  amended 
to  read  as  follows: 

§  25.2523(a)  Statutory  provi*ions;  gift 
to  spouse ;  in  general. 

Sec.  2523.  Gift  to  spouse — (a)  In  general. 
Where  a  donor  who  is  a  citizen  or  resident 
transfers  during  the  calendar  quarter  by  gift 
an  Interest  in  property  to  a  donee  who  at 
the  time  of  the  gift  is  the  donor’s  spouse, 
there  shall  be  allowed  as  a  deduction  in  com¬ 
puting  taxable  gifts  for  the  calendar  quarter 
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an  amount  with  respect  to  such  interest  equal 
to  one-half  of  its  value. 

[Sec.  2523(a)  as  amended  by  sec.  102(c)  (3), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1841)  J 

Par.  73.  Section  25.2523  (a) -1  is 
amended  by  revising  paragraphs  (a)  and 

(b) ,  by  redesignating  paragraph  (c)  as 
(d),  and  by  inserting  a  new  paragraph 

(c)  immediately  after  paragraph  (b). 
These  revised  and  added  provisions  read 
as  follows: 

§  25.2523(a)— 1  Gift  to  spouse;  in  gen¬ 
eral. 

(a)  In  general.  In  determining  the 
amount  of  taxable  gifts  for  the  calendar 
quarter  (with  respect  to  gifts  made  after 
December  31,  1970)  or  calendar  year 
(with  respect  to  gifts  made  before  Janu¬ 
ary  1,  1971),  a  donor  who  was  a  citizen 
or  resident  of  the  United  States  at  the 
time  the  gift  was  made,  may  deduct  an 
amount  equal  to  one-half  the  value  of 
any  property  interest  (except  as  other¬ 
wise  provided  in  paragraph  (b)  of  this 
section)  transferred  by  gift  to  a  donee 
who  at  the  time  of  the  gift  was  the 
donor’s  spouse.  <See  §  25.2502-1  (c)  (1)  for 
the  definition  of  calendar  quarter.)  This 
deduction  is  referred  to  as  the  “marital 
deduction”.  No  marital  deduction  is  au¬ 
thorized  with  respect  to  a  gift  if  the 
donor,  at  the  time  of  the  gift,  was  a  non¬ 
resident  not  a  citizen  of  the  United 
States.  However,  if  the  donor  was  a  citi¬ 
zen  or  resident  of  the  United  States 
at  the  time  the  gift  was  made,  he 
is  not  deprived  of  the  right  to  the  mari¬ 
tal  deduction  by  reason  of  the  fact  that 
his  spouse  was  a  nonresident  not  a  citi¬ 
zen.  For  convenience  the  donor’s  spouse 
is  generally  referred  to  in  the  feminine 
gender,  but  if  the  donor  is  a  woman  the 
reference  is  to  her  husband.  The  donor 
must  submit  such  proof  as  is  necesary  to 
establish  the  right  to  the  marital  deduc¬ 
tion,  including  any  evidence  requested  by 
the  Internal  Revenue  Service. 

(b)  “Deductible  interests ”  and  “non¬ 
deductible  interests ” — (1)  In  general. 
The  property  interests  transferred  by  a 
donor  to  his  spouse  consist  of  either 
transfers  with  respect  to  which  the  mari¬ 
tal  deduction  is  authorized  (as  described 
in  subparagraph  (2)  of  this  paragraph) 
or  transfers  with  respect  to  which  the 
marital  deduction  is  not  authorized  (as 
described  in  subparagraph  (3)  of  this 
paragraph) .  These  transfers  are  referred 
to  in  this  section  and  in  §§  25.2523  ( b)  — 1 
through  25.2523(f)-l  as  “deductible  in¬ 
terests”  and  “nondeductible  interests”, 
respectively. 

(2)  “Deductible  interest ”.  A  property 
interest  transferred  by  a  donor  to  his 
spouse  is  a  “deductible  interest”  if  it  does 
not  fall  within  either  class  of  “nonde¬ 
ductible  interests"  described  in  subpara¬ 
graph  (3)  of  this  paragraph. 

(3)  “Nondeductible  interests”,  (i)  A 
property  interest  transferred  by  a  donor 
to  his  spouse  which  is  a  “terminable  in¬ 
terest”,  as  defined  in  §  25.2523  (b)-l,  is  a 
“nondeductible  interest”  to  the  extent 
specified  in  that  section. 
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(ii>  Any  property  interest  transferred 
by  a  donor  to  his  spouse  is  a  “nondeduc¬ 
tible  interest”  to  the  extent  that  it  is  not 
included  in  the  total  amount  of  gifts 
made  during  the  calendar  quarter  (with 
respect  to  gifts  made  after  December  31, 
1971)  or  calendar  year  (with  respect  to 
gifts  made  before  January  1,  1971).  See 
§§  25.2515-1  (relating  to  tenancies  by 
the  entirety)  and  25.2516-1  (relating  to 
property  settlements  followed  by  di¬ 
vorce)  for  some,  but  not  necessarily  all, 
of  the  situations  in  which  property  is 
transferred  by  a  donor  to  his  spouse  and 
not  included  in  the  total  amount  of  gifts 
made  during  the  calendar  quarter  or 
calendar  year. 

(c)  Marital  deduction  computation. 
The  amount  of  the  marital  deduction  for 
a  particular  calendar  quarter  (with  re¬ 
spect  to  gifts  made  afier  December  31, 
1970)  or  calendar  year  (with  respect  to 
gifts  made  before  January  1,  1971)  will 
depend  upon  whether  the  gifts  made  by 
the  donor  to  his  spouse  during  the  calen¬ 
dar  quarter  or  calendar  year  are  termin¬ 
able  interests,  and  whether  the  limita¬ 
tions  of  §§  25.2523 « f  i  — 1  (relating  to  gjffts 
of  community  property)  and  25.252^1-1 
(relating  to  cases  in  which  transfers  by 
gift  are  not  included  in  the  “total 
amount  of  gifts”  pursuant  to  the  provi¬ 
sions  of  section  2503(b) )  are  applicable. 
Generally,  the  marital  deduction  is  equal 
to  one-half  of  the  aggregate  value  of  the 
“deductible  interests.”  The  following  ex¬ 
amples  (in  each  of  which  it  is  assumed 
that  the  donor  has  previously  utilized  his 
entire  $30,000  specific  exemption  pro¬ 
vided  by  section  2521 )  illustrate  the 
marital  deduction  computation  and  the 
interrelationship  of  sections  2503(b)  and 
2523(a) : 

Example  (1).  A  donor  made  a  transfer  by 

gift  of  $6,000  cash  to  his  spouse  on  December 
25,  1971.  The  donor  made  no  other  transfers 
during  1971.  The  amount  of  the  marital  de¬ 
duction  for  the  fourth  calendar  quarter  of 

1971  is  $3,000  (one-half  of  $6,000);  the 
amount  of  the  annual  exclusion  under 
section  2503(b)  is  $3,000;  and  the  amount  of 
taxable  gifts  is  zero  ($6.000 — $3,000  (annual 
exclusion) — $3,000  (marital  deduction) ). 

Example  (2).  A  donor  made  transfers  by 
gift  to  his  spouse  of  $3,000  cash  on  January 
1,  1971,  and  $3,000  cash  on  May  1,  1971.  The 
donor  made  no  other  transfers  during  1971. 
For  the  first  calendar  quarter  of  1971  the 
marital  deduction  is  zero  because  the  amount 
excluded  under  section  2503(b)  is  $3,000,  and 
the  amount  of  taxable  gifts  is  also  zero.  For 
the  second  calendar  quarter  of  1971  the  mari¬ 
tal  deduction  is  $1,500  (one-half  of  $3,000  >, 
and  the  amount  of  taxable  gifts  is  $1,500 
($3,000 — $1,500  (marital  deduction)).  Under 
section  2503(b)  no  amount  of  the  second 
$3,000  gift  may  be  excluded  because  the  en¬ 
tire  $3,000  annual  exclusion  was  applied 
against  the  gift  made  in  the  first  calendar 
quarter  of  1971. 

Example  (3).  A  donor  made  a  transfer  by 
gift  to  his  spouse  of  $10,000  cash  on  April  1, 
1972.  The  donor  made  no  other  transfers  dur¬ 
ing  1972.  For  the  second  calendar  quarter  of 

1972  the  amount  of  the  marital  deduction 
is  $5,000  (one-half  of  $10,000);  the  amount 
excluded  under  section  2503(b)  is  $3,000; 
the  amount  of  taxable  gifts  is  $2,000  ($10,000 
—$3,000  (annual  exclusion) —$5,000  (marital 
deduction) ) . 

Example  (4).  A  donor  made  transfers  by 
gift  to  his  spouse  of  $2,000  cash  on  January  1, 
1971,  $2,000  cash  on  April  5,  1971,  and  $10,000 
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cash  on  December  1,  1971.  The  donor  made 
no  other  transfers  during  1971.  For  the  first 
calendar  quarter  of  1971  the  marital  deduc¬ 
tion  is  zero  because  the  amount  excluded 
under  section  2503(b)  is  $2,000,  and  the 
amount  of  taxable  gifts  is  also  zero.  For  the 
second  calendar  quarter  of  1971  the  marital 
deduction  is  $1,000  (one-half  of  $2,000)  (see 
section  2524);  the  amount  excluded  under 
section  2503(b)  is  $1,000  because  $2,000  of 
the  $3,000  annual  exclusion  was  applied 
against  the  gift  made  in  the  first  calendar 
quarter  of  1971;  and  the  amount  of  taxable 
gifts  is  zero  ($2,000  — $1,000  (annual  exclu¬ 
sion) —$1,000  (martial  deduction)).  For 
the  fourth  calendar  quarter  of  1971,  the  mari¬ 
tal  deduction  is  $5,000  (one-half  of  $10,000); 
the  amount  excluded  under  section  2503(b) 
is  zero  because  the  entire  $3,000  annual  ex¬ 
clusion  was  applied  against  the  gifts  made  in 
the  first  and  second  calendar  quarters  of 
1971;  and  the  amount  of  taxable  gifts  is 
$5,000  ($10,000  — $5,000  (marital  deduction)). 

Example  (5).  A  donor  made  transfers  by 
gift  to  his  spouse  of  $2,000  cash  on  Janu¬ 
ary  10,  1972,  $2,000  cash  on  May  1,  1972,  and 
a  remainder  interest  valued  at  $16,000  on 
June  1,  1972.  The  donor  made  no  other  trans¬ 
fers  during  1972.  For  the  first  calendar  quar¬ 
ter  of  1972,  the  marital  deduction  is  zero 
because  $2,000  is  excluded  under  section 
2503(b),  and  the  amount  of  taxable  gifts  is 
also  zero.  For  the  second  calendar  quarter  of 
1972  the  marital  deduction  is  $9,000  (one- 
half  of  $16,000  plus  one-half  of  $2,000);  the 
amount  excluded  under  section  2503(b)  is 
$1,000  because  $2,000  of  the  $3,000  annual 
exclusion  was  applied  against  the  gift  made 
in  the  first  calendar  quarter  of  1971;  and 
the  amount  of  taxable  gifts  is  $8,000  ($18,000 
—  $1,000  (annual  exclusion)  —$9,000  (marital 
deduction) ) . 

Example  (6).  A  donor  made  transfers  by 
gift  to  his  spouse  of  $2,000  cash  on  January 
1,  1972.  a  remainder  interest  valued  at  $16,- 
000  on  January  5,  1972,  and  $2,000  cash  on 
April  30,  1972.  The  donor  made  no  other 
transfers  during  1972.  For  the  first  calendar 
quarter  of  1972,  the  marital  deduction  is 
$9,000  (one-half  of  $16,000  plus  one-half  of 
$2,000);  the  amount  excluded  under  section 
2503(b)  is  $2,000;  and  the  amount  of  tax¬ 
able  gifts  is  $7,000  ($18,000  —$2,000  (annual 
exclusion)  —$9,000  marital  deduction) ).  For 
the  second  calendar  quarter  of  1972  the 
marital  deduction  is  $1,000  (one-half  of 
$2,000)  ;  the  amount  excluded  under  section 
2503(b)  is  $1,000  because  $2,000  of  the 
$3,000  annual  exclusion  was  applied  against 
the  gift  of  the  present  interest  in  the  first 
calendar  quarter  of  1971;  and  the  amount  of 
taxable  gifts  is  zero  ($2,000  —$1,000  (annual 
exclusion)  —$1,000  (marital  deduction)). 

Example  (7).  A  donor  made  a  transfer  by 
gift  to  his  spouse  of  $12,000  cash  on  July 
1,  1955.  The  donor  made  no  other  transfers 
during  1955.  For  the  calendar  year  1955  the 
amount  of  the  marital  deduction  is  $6,000 
(one-half  of  $12,000);  the  amount  excluded 
under  section  2503(b)  is  $3,000;  and  the 
amount  of  taxable  gifts  is  $3,000  ($12,000 
—$3,000  (annual  exclusion)  —$6,000  (marital 
deduction) ) . 

(d)  Valuation.  If  the  income  from 
property  is  made  payable  to  the  donor  or 
another  individual  for  life,  or  for  a  term 
of  years,  writh  remainder  absolutely  to 
the  donor’s  spouse  or  to  her  estate,  the 
marital  deduction  is  equal  to  one-half 
the  present  value  of  the  remainder.  The 
present  value  of  the  remainder  (that  is, 
its  value  as  of  the  date  of  gift)  is  to  be 
dftermined  in  accordance  with  the  rules 
stated  in  §  25.2512-9  (§  25.2512-5  in  the 
case  of  a  remainder  transferred  before 
January  1,  1971).  See  the  example  in 
paragraph  (d)  of  §  25.2512-9  (§  25.2512-5 


in  the  case  of  a  remainder  transferred 
before  January  1, 1971) .  If  the  remainder 
is  such  that  its  value  is  to  be  determined 
by  a  special  computation  (see  §  25.2512- 
9(e) ),  a  request  for  a  specific  factor,  ac¬ 
companied  by  a  statement  of  the  dates 
of  birth  of  each  person,  the  duration  of 
whose  life  may  affect  the  value  of  the 
remainder,  and  by  copies  of  the  relevant 
instillments  may  be  submitted  by  the 
donor  to  the  Commissioner  who,  if  con¬ 
ditions  permit,  may  supply  the  factor  re¬ 
quested.  If  the  Commissioner  does  not 
furnish  the  factor,  the  claim  for  deduc¬ 
tion  must  be  supported  by  a  full  state¬ 
ment  of  the  computation  of  the  present 
value,  made  in  accordance  with  the  prin¬ 
ciples  set  forth  in  §  25.2512-9(0. 

Par.  74.  Section  25.2523  (d)-l  is 
amended  to  read  as  follows: 

§  2.7.2523  (tl)— 1  Joint  interests. 

Section  2523(d)  provides  that  if  a 
property  interest  is  transferred  to  the 
donee  spouse  as  sole  joint  tenant  with 
the  donor  or  as  a  tenant  by  the  entirety, 
the  interest  of  the  donor  in  the  property 
which  exists  solely  by  reason  of  the  pos¬ 
sibility  that  the  donor  may  survive  the 
donee  spouse,  or  that  there  may  occur  a 
severance  of  the  tenancy,  is  not  for  the 
purposes  of  section  2523(b),  to  be  con¬ 
sidered  as  an  interest  retained  by  the 
donor  in  himself.  Under  this  provision, 
the  fact  that  the  donor  may,  as  surviving 
tenant,  possess  or  enjoy  the  property 
after  the  termination  of  the  interest 
transferred  to  the  donee  spouse  does  not 
preclude  the  allowance  of  the  marital 
deduction  with  respect  to  the  latter  in¬ 
terest.  Thus,  if  the  donor  purchased  real 
property  in  the  name  of  himself  and  wife 
as  tenants  by  the  entirety,  or  as  joint 
tenants  with  right  of  survivorship  and, 
pursuant  to  the  provisions  of  section  2515 
(c),  elected  to  treat  such  transaction  as 
a  completed  gift  in  the  calendar  quarter 
(calendar  year  with  respect  to  gifts  made 
before  January  1,  1971)  affected,  a  mari¬ 
tal  deduction  equal  to  one-half  the  value 
of  the  interest  of  the  donee  spouse  in 
such  property  may  be  taken.  See  para¬ 
graph  (c)  of  §  25.2523  (b)  — 1,  and  section 
2524. 

Par.  75.  Section  25.2524-1  is  amended 
to  read  as  follows: 

§  25. 2521— 1  Extent  of  deductions. 

Under  the  provisions  of  section  2524, 
the  charitable  deduction  provided  for  in 
section  2522  and  the  marital  deduction 
provided  for  in  section  2523  are  allowable 
only  to  the  extent  that  the  gifts,  with 
respect  to  which  those  deductions  are 
authorized,  are  included  in  the  “total 
amount  of  gifts”  made  during  the  calen¬ 
dar  quarter  (with  respect  to  gifts  made 
after  December  31,  1970)  or  calendar 
year  (with  respect  to  gifts  made  before 
January  1,  1971),  computed  as  provided 
in  section  2503  and  §  25.2503-1  (i.e.,  the 
total  gifts  less  exclusions).  The  follow¬ 
ing  examples  (in  both  of  which  it  is 
assumed  that  the  donor  has  previously 
utilized  his  entire  $30,000  specific  exemp¬ 
tion  provided  by  section  2521)  illustrate 
the  application  of  the  provisions  of  this 
section: 
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Example  (1).  A  donor  made  transfers  by 
gift  to  his  spouse  of  $5,000  cash  on  Janu¬ 
ary  1,  1971,  and  $1,000  cash  on  April  5,  1971. 
The  donor  made  no  other  transfers  during 
1971.  The  first  $3,000  of  such  gifts  for  the 
calendar  year  is  excluded  under  the  provi¬ 
sions  of  section  2503(b)  in  determining  the 
“total  amount  of  gifts"  made  during  the  first 
calendar  quarter  of  1971.  The  marital  deduc¬ 
tion  for  the  first  calendar  quarter  of  $2,500 
(one-half  of  $5,000)  otherwise  allowable  is 
limited  by  section  2524  to  $2,000.  The  amount 
of  taxable  gifts  is  zero  ($5,000  — $3,000  (an¬ 
nual  exclusion)  —$2,000  (marital  deduc¬ 
tion)).  For  the  second  calendar  quarter  of 
1971,  the  marital  deduction  is  $500  (one-half 
of  $1,000);  the  amount  excluded  under  sec¬ 
tion  2503(b)  is  zero  because  the  entire  $3,000 
annual  exclusion  was  applied  against  the 
gift  in  the  first  calendar  quarter  of  1971;  and 
the  amount  of  taxable  gifts  is  $500  ($1,000  — 
$500  (marital  deduction) ) . 

Example  (2).  The  only  gifts  made  by  a 
donor  to  his  spouse  during  calendar  year 

1969  were  a  gift  of  $2,400  in  May  and  a  gift 
of  $3,000  in  August.  The  first  $3,000  of  such 
gifts  is  excluded  under  the  provisions  of  sec¬ 
tion  2503(b)  in  determining  the  "total 
amount  of  gifts”  made  during  the  calendar 
year.  The  marital  deduction  for  1969  of  $2,700 
(one-half  of  $2,400  plus  one-half  $3,000) 
otherwise  allowable  is  limited  by  section  2524 
to  $2,400.  The  amount  of  taxable  gifts  is  zero 
($5,400  — $3,000  (annual  exclusion)  —$2,400 
(marital  deduction) ) . 

Par.  76.  Section  25.6019  is  amended  to 
read  as  follows: 

§  25.6019  Statutory  provisions;  gift  tax 
returns. 

Sec.  6019.  Gift  tax  returns — (a)  In  gen¬ 
eral.  Any  individual  who  in  any  calendar 
quarter  makes  any  transfers  by  gift  (other 
than  transfers  which  under  section  2503(b) 
are  not  to  be  included  in  the  total  amount 
of  gifts  for  such  quarter  and  other  than 
qualified  charitable  transfers)  shall  make  a 
return  for  such  quarter  with  respect  to  the 
gift  tax  imposed  by  subtitle  B. 

(b)  Qualified  charitable  transfers — (1) 
Return  requirement.  A  return  shall  be  made 
of  any  qualified  charitable  transfer — 

(A)  For  the  first  calendar  quarter,  in  the 
calendar  year  in  which  the  transfer  is  made, 
for  which  a  return  is  required  to  be  filed 
under  subsection  (a) ,  or 

(B)  If  no  return  is  required  to  be  filed 
under  subparagraph  (A),  for  the  fourth 
calendar  quarter  in  the  calendar  year  in 
which  such  transfer  is  made. 

A  return  made  pursuant  to  the  provisions  of 
this  paragraph  shall  be  deemed  to  be  a  re¬ 
turn  with  respect  to  any  transfer  reported  as 
a  qualified  charitable  transfer  for  the  calen¬ 
dar  quarter  in  which  such  transfer  was  made. 

(2)  Definition  of  qualified  charitable  trans¬ 
fer.  For  purposes  of  this  section,  the  term 
“qualified  charitable  transfer”  means  a  trans¬ 
fer  by  gift  with  respect  to  which  a  deduc¬ 
tion  is  allowable  under  section  2522  in  an 
amount  equal  to  the  amount  transferred. 

(c)  Tenancy  by  the  entirety.  For  provisions 
relating  to  requirement  of  return  in  the  case 
of  election  as  to  the  treatment  of  gift  by 
creation  of  tenancy  by  the  entirety,  see  sec¬ 
tion  2515(c) . 

[Sec.  6019  as  amended  by  sec.  102(d)(3), 
Excise.  Estate,  and  Gift  Tax  Adjustment  Act 

1970  (84  Stat.  1841)] 

Par.  77.  Section  25.6019-1  is  amended 
to  read  as  follows: 

§  25.6019—1  Persons  required  lo  file 
returns. 

(a)  In  general.  Except  in  the  case  of 
a  gift  of  a  future  interest  in  property,  any 
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individual  citizen  or  resident  of  the 
United  States  who,  within  any  calendar 
year  beginning  after  December  31,  1970, 
makes  a  transfer  or  transfers  by  gift  to 
any  one  donee  of  a  value  or  total  value  in 
excess  of  $3,000  (other  than  qualified 
charitable  transfers  described  in  para¬ 
graph  (b)  of  this  section)  must  file  a 
gift  tax  return  on  Form  709  for — (1)  the 
calendar  quarter  in  which  the  value  of 
the  gift  or  the  sum  of  the  values  of  the 
gifts  to  such  donee  during  that  calendar 
year  exceeds  $3,000,  and  (2)  for  any  sub¬ 
sequent  quarter  within  the  same  calen¬ 
dar  year  in  which  any  additional  gift  is 
made  to  the  same  donee.  For  example, 
assume  that  the  only  gifts  made  by  A 
during  calendar  year  1971  were  gifts  to 
B  of  $2,000  on  January  1,  1971,  $2,000  on 
July  1,  1971,  and  $2,000  on  December  1, 
1971.  Thus,  A  must  file  a  gift  tax  return 
for  the  third  and  fourth  calendar  quar¬ 
ters  of  1971,  but  no  return  is  required  for 
the  first  or  second  calendar  quarter  of 
1971.  Each  citizen  or  resident  must  file 
a  return  on  Form  709  for  the  calendar 
quarter  beginning  after  December  31, 
1970,  in  which  he  makes  a  gift  of  a  future 
interest  in  property,  regardless  of  the 
value  of  the  transfer.  If  any  individual 
citizen  or  resident  of  the  United  States 
makes  a  transfer  or  transfers  by  gift 
within  any  calendar  year  from  1955  to 
1970,  inclusive,  to  any  one  donee  of  a 
value  or  total  value  in  excess  of  $3,000  (or 
any  gift  of  a  future  interest  in  property 
regardless  of  value),  he  must  file  a  gift 
tax  return  on  Form  709  for  that  year.  The 
rules  contained  in  this  section  also  apply 
to  a  nonresident  not  a  citizen  of  the 
United  States  provided  that  under 
§  25.2511-3  the  transfer  is  subject  to  the 
gift  tax.  The  return  is  required  even 
though  because  of  the  deductions  au¬ 
thorized  by  sections  2521  (specific  ex¬ 
emption),  2522  (charitable,  etc.,  deduc¬ 
tion),  and  2523  (marital  deduction),  no 
tax  may  be  payable.  Individuals  only 
are  required  to  file  returns  and  not  trusts, 
estates,  partnerships  or  corporations. 
Duplicate  copies  of  the  return  are  not 
required  to  be  filed.  See  §§  25.6075-1  and 
25.6091-1  for  the  time  and  place  for  filing 
the  gift  tax  return.  For  delinquency  pen¬ 
alty  for  failure  to  file  return  or  pay  the 
tax,  see  section  6651  and  §  301.6651-1  of 
this  chapter  (Regulations  on  Procedure 
and  Administration).  For  criminal  pen¬ 
alties  for  failure  to  file  a  return  and  filing 
a  false  or  fraudulent  return,  see  sections 
7203,  7206,  and  7207.  For  the  gift  tax 
return  requirements  with  respect  to  qual¬ 
ified  charitable  transfers  see  paragraph 
(b)  of  this  section. 

<b)  Qualified  charitable  transfers — 

(1)  Definition.  For  purposes  of  this  sec¬ 
tion,  a  “qualified  charitable  transfer’’  is 
a  transfer  by  gift  for  which  a  deduction 
is  allowable  under  section  2522  for  the 
amount  of  the  gift  to  the  extent  not  ex¬ 
cludable  under  section  2503(b)  and  the 
regulations  thereunder.  For  example,  if 
a  donor  gives  securities  outright  to  a 
qualified  charitable  organization  de¬ 
scribed  in  section  2522,  he  is  entitled  to 
a  charitable  deduction  under  section 
2522  equal  to  the  amount  of  the  transfer 
not  otherwise  excludable  under  section 
2503(b),  and  therefore  the  transfer  is  a 
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“qualified  charitable  transfer”.  If,  how¬ 
ever,  the  donor  makes  a  gift  of  a  split- 
interest,  such  as  a  gift  to  his  son  for  life 
of  the  annuity  interest  in  a  charitable 
remainder  annuity  trust  (see  section 
664),  with  a  gift  of  the  remainder  in¬ 
terest  in  the  trust  to  charity  upon  ter¬ 
mination  of  the  son’s  annuity  interest, 
the  transfer  is  not  a  “qualified  charita¬ 
ble  transfer”  because  the  value  of  the 
entire  gift  (i.e.,  the  value  of  the  entire 
property  transferred  to  the  charitable 
remainder  trust)  less  the  annual  exclu¬ 
sion  provided  by  section  2503(b)  exceeds 
the  deduction  allowed  under  section 
2522  for  the  charitable  remainder.  This 
paragraph  applies  only  to  gifts  made 
after  December  31,  1970. 

(2)  Return  requirement.  If  a  donor's 
only  gift  during  a  calendar  year  was  a 
qualified  charitable  transfer  of  a  present 
interest  in  property  the  value  of  which 
exceeds  $3,000,  the  transfer  must  be  re¬ 
ported  on  a  gift  tax  return  for  the  fourth 
calendar  quarter  of  such  year  regardless 
of  when  the  qualified  charitable  transfer 
was  made  during  the  calendar  year. 
However,  if  subsequent  to  such  transfer 
a  return  is  required  to  be  filed  under- 
paragraph  (a)  of  this  section  for  a  cal¬ 
endar  quarter  prior  to  the  fourth  calen¬ 
dar  quarter  of  such  calendar  year,  then 
the  qualified  charitable  transfer  must 
be  reported  on  the  return  filed  for  such 
calendar  quarter.  A  return  filed  pursuant 
to  the  provisions  of  this  subparagraph, 
reporting  a  gift  as  a  qualified  charitable 
transfer,  shall  be  treated  as  a  return 
with  respect  to  such  transfer  for  the  cal¬ 
endar  quarter  in  which  the  transfer  was 
made.  Therefore,  if  the  reported  transfer 
is  subsequently  determined  not  to  be  a 
qualified  charitable  transfer,  the  donor 
shall  be  considered  as  having  filed  a  re¬ 
turn  insofar  as  that  transfer  is  con¬ 
cerned.  Thus,  the  period  of  limitations 
on  assessment  under  section  6501  runs 
from  the  date  on  which  the  return  re¬ 
porting  the  transfer  is  filed. 

(3)  Examples.  The  application  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (/).  On  January  10,  1972,  A 
transfers  by  gift  property  in  trust  to  make 
certain  payments  therefrom  to  his  wife  for 
her  life,  with  the  remainder  to  a  charitable 
organization  upon  the  wife’s  death.  Because 
the  transfer.  is  not  a  qualified  charitable 
transfer,  the  entire  transfer  to  the  split- 
interest  trust  must  be  reported  on  a  gift  tax 
return  filed  on  or  before  May  15,  1972.  A  may 
be  entitled  to  a  gift  tax  charitable  deduction 
provided  the  trust  qualifies  under  section 
634  (charitable  remainder  trusts)  or  section 
642(c)(5)  (pooled  income  funds). 

Example  (2).  On  January  1,  1971,  B  trans¬ 
fers  by  gift  $2,000  to  C  and  $4,000  to  a  char¬ 
itable  organization.  This  latter  gift  is  a  quali¬ 
fied  charitable  transfer.  B  made  no  other 
gifts  during  1971.  B  is  not  .equired  to  file  a 
return  for  the  gift  to  C  because  of  the  $3,000 
annual  exclusion  provided  in  section  2503 
(b).  The  qualified  charitable  transfer  is  not 
required  to  be  reported  until  the  return  for 
the  fourth  quarter  of  1971  is  filed.  Thus,  the 
only  gift  tax  return  required  for  1971  should 
be  filed  on  or  before  February  15, 1972. 

Example  (3).  On  March  2,  1971,  D  makes 
a  qualified  charitable  transfer.  On  June  1. 
1971,  he  transfers  by  gift  $10,000  to  E.  D 
made  no  other  gifts  during  1971.  Because  a 
return  is  required  on  or  before  August  15, 
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1971,  for  the  gift  made  in  the  second  calen¬ 
dar  quarter  of  1971,  the  qualified  charitable 
transfer  must  also  be  reported  on  that 
return. 

Example  (4).  A  transfer  by  gift  is  made 
by  F  in  January  of  1972  and  reported  as  a 
qualified  charitable  transfer  on  a  return  filed 
on  February  15,  1973,  for  the  fourth  calendar 
quarter  of  1972.  The  period  of  limitations  on 
assessment  of  gift  tax  liability  with  respect 
to  the  claimed  qualified  charitable  transfer 
begins  to  run  from  February  15, 1973. 

(c)  Deceased,  donor.  If  the  donor  dies 
before  filing  his  return,  the  executor  or 
administrator  of  his  estate  shall  file  the 
return.  If  the  donor  becomes  legally  in¬ 
competent  before  filing  his  return,  his 
guardian  or  committee  shall  file  the 
return. 

(d>  Ratification  of  return.  The  return 
shall  not  be  made  by  an  agent  unless  by 
reason  of  illness,  absence,  or  nonresi¬ 
dence,  the  person  liable  for  the  return  is 
unable  to  make  it  within  the  time  pre¬ 
scribed.  Mere  convenience  is  not  sufficient 
reason  for  authorizing  an  agent  to  make 
the  return.  If  by  reason  of  illness,  ab¬ 
sence  or  nonresidence,  a  return  is  made 
by  an  agent,  the  return  must  be  ratified 
by  the  donor  or  other  person  liable  for 
its  filing  within  a  reasonable  time  after 
such  person  becomes  able  to  do  so.  If  the 
return  filed  by  the  agent  is  not  so  ratified, 
it  will  not  be  considered  the  return  re¬ 
quired  by  the  statute.  Supplemental  data 
may  be  submitted  at  the  time  of  ratifica¬ 
tion.  The  ratification  may  be  in  the  form 
of  a  statement,  executed  under  the  penal¬ 
ties  of  perjury  and  filed  with  the  internal 
revenue  officer  with  wThom  the  return  wras 
filed,  showing  specifically  that  the  return 
made  by  the  agent  has  been  carefully 
examined  and  that  the  person  signing 
ratifies  the  return  as  the  donor’s.  If  a 
return  is  signed  by  an  agent,  a  statement 
fully  explaining  the  inability  of  the  donor 
must  accompany  the  return. 

Par.  78.  Section  25.6019-2  is  amended 
to  read  as  follows: 

§  23.6019—2  Returns  required  in  case 
of  consent  under  section  2513. 

Except  as  otherwise  provided  in  this 
section,  the  provisions  of  §  25.6019-1  are 
applicable  with  respect  to  the  filing  of  a 
gift  tax  return  or  returns  in  the  case  of 
a  husband  and  wife  w’ho  consent  (see 
§  25.2513-1)  to  the  application  of  section 
2513.  In  such  a  case,  if  both  of  the  con¬ 
senting  spouses  are  (without  regard  to 
the  provisions  of  section  2513)  required 
under  the  provisions  of  §  25.6019-1  to  file 
returns,  returns  must  be  filed  by  both 
spouses.  If  only  one  of  the  consenting 
spouses  is  (without  regard  to  the  provi¬ 
sions  of  section  2513)  required  under 
§  25.6019-1  to  file  a  return,  a  return  must 
be  filed  by  that  spouse.  In  the  latter  case, 
if  after  giving  effect  to  the  provisions  of 
section  2513  the  other  spouse  is  con¬ 
sidered  to  have  made  any  gift  (regardless 
of  value)  of  a  future  interest  in  property 
or  any  gift  or  gifts  to  any  one  third-party 
donee  exceeding  $3,000  in  value,  then  a 
return  must  also  be  filed  by  such  other 
spouse.  Thus,  if  during  any  calendar 
quarter  (calendar  year  in  the  case  of 
gifts  made  before  January  1,  1971)  the 
husband  made  a  gift  of  $5,000  to  a  son 
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(the  gift  not  being  a  future  interest  in 
property)  and  the  wife  made  no  gifts, 
only  the  husband  is  required  to  file  a  re¬ 
turn  for  such  calendar  quarter  (calendar 
year) .  However,  if  the  wife  had  made  a 
gift  of  $2,000  to  the  same  son  in  the  same 
calendar  quarter  (calendar  year) ,  or  if 
the  gift  made  by  the  husband  had 
amounted  to  $7,000,  each  spouse  would 
be  required  to  file  a  return  if  the  con¬ 
sent  is  signified  as  provided  in  section 
2513.  (See  §  25.2502-1  (c)  (1)  for  the 
definition  of  calendar  quarter.) 

Par.  79.  Section  25.6019-3  is  amended 
to  read  as  follows: 

§  23.6019—3  Conlonls  of  return. 

(a)  In  general.  The  return  shall  set 
forth:  (1)  Each  gift  made  during  the  cal¬ 
endar  quarter  (with  respect  to  gifts  made 
after  December  31,  1970)  or  calendar 
year  (with  respect  to  gifts  made  before 
January  1,  1971)  which  under  sections 
2511  through  2515  is  to  be  included  in 
computing  taxable  gifts;  (2)  the  deduc¬ 
tions  claimed  and  allowable  under  sec¬ 
tions  2521  through  2524;  and  (3)  the  tax¬ 
able  gifts  made  for  each  of  the  preceding 
calendar  years  and  calendar  quarters 
(with  respect  to  gifts  made  after  Decem¬ 
ber  31,  1970)  or  for  each  of  the  preced¬ 
ing  calendar  years  (with  respect  to  gifts 
made  before  January  1,  1971).  (See 
§  25.2504-1.)  In  addition  the  return  shall 
set  forth  the  fair  market  value  of  all  gifts 
not  made  in  money,  including  gifts  re¬ 
sulting  from  sales  and  exchanges  of 
property  made  for  less  than  full  and  ade¬ 
quate  consideration  in  money  or  money’s 
worth,  giving,  as  of  the  date  of  the  sale 
or  exchange,  both  the  fair  market  value 
of  the  property  sold  or  exchanged  and 
the  fair  market  value  of  the  considera¬ 
tion  received  by  the  donor.  If  a  donor 
contends  that  his  retained  power  over 
property  renders  the  gift  incomplete  (see 
§  25.2511-2)  and  hence  not  subject  to  tax 
as  of  the  calendar  quarter  or  calendar 
year  of  the  initial  transfer,  the  transac¬ 
tion  should  be  disclosed  in  the  return 
for  the  calendar  quarter  or  calendar  year 
of  the  initial  transfer  and  evidence  show¬ 
ing  all  relevant  facts,  including  a  copy 
of  the  instrument  of  transfer,  shall  be 
submitted  with  the  return.  The  instruc¬ 
tions  printed  on  the  return  should  be 
carefully  followed.  A  certified  or  verified 
copy  of  each  document  required  by  the 
instructions  printed  on  the  return  form 
shall  be  filed  with  the  return.  Any  addi¬ 
tional  documents  the  donor  may  desire  to 
submit  may  be  submitted  with  the  return. 

(b)  Disclosure  of  transfers  coming 
within  provisions  of  section  2516.  Section 
2516  provides  that  certain  transfers  of 
property  pursuant  to  written  property 
settlements  between  husband  and  wife 
are  deemed  to  be  transfers  for  full  and 
adequate  consideration  in  money  or 
money’s  worth  if  divorce  occurs  within 
2  years.  In  any  case  where  a  husband 
and  wife  enter  into  a  wTitten  agreement 
of  the  type  contemplated  by  section  2516, 
and  the  final  decree  of  divorce  is  not 
granted  on  or  before  the  due  date  for  the 
filing  of  a  gift  tax  return  for  the  calen¬ 
dar  quarter  (with  respect  to  gifts  made 
after  December  31,  1970)  or  calendar 


year  (with  respect  to  gifts  made  before 
January  1,  1971)  in  which  the  agreement 
became  effective  (see  §  25.6075-1),  the 
transfer  shall  be  disclosed  by  the  trans¬ 
feror  upon  a  gift  tax  return  filed  for  the 
calendar  quarter  or  calendar  year  in 
which  the  agreement  became  effective 
and  a  copy  of  the  agreement  shall  be  at¬ 
tached  to  the  return.  In  addition,  a  cer¬ 
tified  copy  of  the  final  divorce  decree 
shall  be  furnished  the  internal  revenue 
officer  with  whom  the  return  was  filed 
not  later  than  60  days  after  the  divorce 
is  granted.  Pending  receipt  of  evidence 
that  the  final  decree  of  divorce  has  been 
granted  (but  in  no  event  for  a  period  of 
more  than  2  years  from  the  effective  date 
of  the  agreement) ,  the  transfer  will  ten¬ 
tatively  be  treated  as  made  for  a  full 
and  adequate  consideration  in  money  or 
money’s  worth. 

Par.  80.  Section  25.6019-4  is  amended 
to  read  as  follows: 

§  25.6019—4  Description  of  property 
listed  on  return. 

The  properties  comprising  the  gifts 
made  during  the  calendar  quarter  (with 
respect  to  gifts  made  after  December  31, 
1970)  or  calendar  year  (with  respect  to 
gifts  made  before  January  1,  1971)  shall 
be  listed  on  the  return  and  shall  be  de¬ 
scribed  in  such  a  manner  that  they  may 
be  readily  identified.  Thus,  there  should 
be  given  for  each  parcel  of  real  estate  a 
legal  description,  its  area,  a  short  state¬ 
ment  of  the  character  of  any  improve¬ 
ments,  and,  if  located  in  a  city,  the  name 
of  the  street  and  number.  Description 
of  bonds  shall  include  the  number  trans¬ 
ferred,  principal  amount,  name  of  obli¬ 
gor,  date  of  maturity,  rate  of  interest, 
date  or  dates  on  which  interest  is  pay¬ 
able,  series  number  where  there  is  more 
than  one  issue,  and  the  principal  ex¬ 
change  upon  which  listed,  or  the  prin¬ 
cipal  business  office  of  the  obligor,  if 
unlisted.  Description  of  stocks  shall  in¬ 
clude  number  of  shares,  whether  com¬ 
mon  or  preferred,  and,  if  preferred,  what 
issue  thereof,  par  value,  quotation  at 
w’hich  returned,  exact  name  of  corpora¬ 
tion,  and,  if  the  stock  is  unlisted,  the  lo¬ 
cation  of  the  principal  business  office,  the 
State  in  which  incorporated  and  the  date 
of  incorporation,  or  if  the  stock  is  listed, 
the  principal  exchange  upon  w’hich  sold. 
Description  of  notes  shall  include  name 
of  maker,  date  on  w’hich  given,  date  of 
maturity,  amount  of  principal,  amount 
of  principal  unpaid,  rate  of  interest  and 
whether  simple  or  compound,  and  date 
to  W’hich  interest  has  been  paid.  If  the 
gift  of  property  includes  accrued  income 
thereon  to  the  date  of  the  gift,  the 
amount  of  such  accrued  income  shall 
be  separately  set  forth.  Description  of 
the  seller’s  interest  in  land  contracts 
transferred  shall  include  name  of  buyer, 
date  of  contract,  description  of  prop¬ 
erty,  sale  price,  initial  payment,  amounts 
of  installment  payments,  unpaid  bal¬ 
ance  of  principal,  interest  rate  and  date 
prior  to  gift  to  w’hich  interest  has  been 
paid.  Description  of  life  insurance  policies 
shall  show  the  name  of  the  insurer  and 
the  number  of  the  policy.  In  describing 
an  annuity,  the  name  and  address  of  the 
issuing  company  shall  be  given,  or,  if 
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payable  out  of  a  trust  or  other  fund, 
such  a  description  as  will  fully  identify 
the  trust  or  fund.  If  the  annuity  is  pay¬ 
able  for  a  term  of  years,  the  duration 
of  the  term  and  the  date  on  which  it 
began  shall  be  given,  and  if  payable 
for  the  life  of  any  person,  the  date  of 
birth  of  that  person  shall  be  stated. 
Judgments  shall  be  described  by  giv¬ 
ing  the  title  of  the  cause  and  the  name 
of  the  court  in  which  rendered,  date 
of  judgment,  name  and  address  of 
Judgment  debtor,  amount  of  judgment, 
rate  of  interest  to  which  subject,  and  by 
stating  whether  any  payments  have  been 
made  thereon,  and,  if  so,  when  and  in 
what  amounts. 

Par.  81.  Section  25.6075  is  amended  to 
read  as  follows: 

g  25.6075  Statutory  provisions;  time  for 
filing  gift  tax  returns. 

Sec.  6075.  Time  for  filing  estate  and  gift 
tax  returns. 

•  *  •  •  • 

(b)  Gift  tax  returns.  Returns  made  under 
section  6019  (relating  to  gift  taxes)  shall  be 
filed  on  or  before  the  15th  day  of  the  second 
month  following  the  close  of  the  calendar 
quarter. 

[Sec.  6075  as  amended  by  sec.  102(d)(4), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1842)  [ 

Par.  82.  Section  25.6075-1  is  amended 
to  read  as  follows: 

§  25.6075—1  Returns;  time  for  filing 
gift  tax  returns. 

The  gift  tax  return  required  by  section 
6019  must  be  filed  on  or  before  the  due 
date.  The  due  date  is  the  date  on  or 
before  which  the  return  is  required  to  be 
filed  in  accordance  with  the  provisions 
of  section  6075(b)  or  the  last  day  of  the 
period  covered  by  an  extension  of  time 
granted,  as  provided  in  §  25.6081-1.  With 
respect  to  gifts  made  after  December  31, 
1970,  unless  an  extension  of  time  has 
been  granted,  the  due  date  is  the  15th 
day  of  the  second  month  following  the 
close  of  the  calendar  quarter  in  which 
the  gift  was  made.  For  example,  the  gift 
tax  return  and  payment  of  the  tax  for 
a  gift  made  on  February  1,  1972,  will  be 
due  on  or  before  May  15,  1972.  If  the 
same  taxpayer  also  makes  a  taxable  gift 
on  September  10,  1972,  he  must  file  a 
gift  tax  return  and  pay  the  tax  attribut¬ 
able  to  that  gift  by  November  15,  1972. 
With  respect  to  gifts  made  before  Jan¬ 
uary  1,  1971,  unless  an  extension  of  time 
has  been  granted,  the  due  date  is  the 
15th  day  of  April  following  the  close  of 
the  calendar  year  in  which  the  gift  was 
made.  For  example,  if  an  individual 
makes  taxable  gifts  in  January  and  April 
of  1970,  he  must  file  his  gift  tax  return 
and  pay  the  gift  tax  no  later  than 
April  15,  1971.  When  the  due  date  falls 
on  Saturday,  Sunday,  or  a  legal  holiday, 
the  due  date  for  filing  the  return  is  the 
next  succeeding  day  which  is  not  Satur¬ 
day,  Sunday,  or  a  legal  holiday.  For  defi¬ 
nition  of  a  legal  holiday,  see  section  7503 
and  §  301.7503-1  of  this  chapter  (Regu¬ 
lations  on  Procedure  and  Administra¬ 
tion)  .  As  to  additions  to  the  tax  for  fail¬ 
ure  to  file  the  return  within  the  precribed 
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time,  see  section  6651  and  §  301.6651-1  of 
this  chapter  (Regulations  on  Procedure 
and  Administration) . 

Par.  83.  Section  25.6091-1  is  amended 
by  revising  paragraph  (a)  and  by  adding 
a  new  paragraph  (c)  immediately  after 
paragraph  (b).  These  revised  and  added 
provisions  read  as  follows : 

§  25.6091—1  Place  for  filing  returns  and 
other  documents. 

(a)  In  general.  If  the  donor  is  a  resi¬ 
dent  of  the  United  States,  the  gift  tarf 
return  required  by  section  6019  shall  be 
filed  with  the  district  director  for  the 
district  in  which  the  legal  residence  or 
principal  place  of  business  of  the  donor 
is  located.  If  the  donor  is  a  nonresident 
(whether  or  not  a  citizen) ,  and  his  prin¬ 
cipal  place  of  business  is  located  in  an 
internal  revenue  district,  the  gift  tax  re¬ 
turn  shall  be  filed  with  the  district  direc¬ 
tor  for  the  internal  revenue  district  in 
which  the  donor’s  principal  place  of  busi¬ 
ness  is  located. 

•  *  *  *  * 

(c)  Returns  of  certain  nonresidents. 
If  the  donor  is  a  nonresident  (whether 
or  not  a  citizen) ,  and  he  does  not  have 
a  principal  place  of  business  which  is 
located  in  an  internal  revenue  district, 
the  gift  tax  return  required  by  section 
6019,  whether  or  not  such  return  is  made 
by  hand  carrying,  shall  be  filed  with  the 
Director  of  International  Operations,  In¬ 
ternal  Revenue  Service,  Washington, 
D.C.  20225,  or  in  accordance  with  the 
instructions  applicable  to  such  return. 

Par.  84.  Section  25.6161  is  amended  to 
read  as  follows: 

§  25.6161  Statutory  provisions;  exten¬ 
sion  of  time  for  paying  tax. 

Sec.  6161.  Extension  of  time  for  paying 
tax — (a)  Amount  determined  by  taxpayer  on 
return — (1)  General  rule.  The  Secretary  or 
his  delegate,  except  as  otherwise  provided  in 
this  title,  may  extend  the  time  for  payment 
of  the  amount  of  the  tax  shown,  or  required 
to  be  shown,  on  any  return  or  declaration 
required  under  authority  of  this  title  (or  any 
Installment  thereof) ,  for  a  reasonable  period 
not  to  exceed  6  months  (•  •  •)  from  the 
date  fixed  for  payment  thereof.  Such  exten¬ 
sion  may  exceed  6  months  in  the  case  of  a 
taxpayer  who  Is  abroad. 

•  •  •  *  * 

(b)  Amount  determined  as  deficiency. 
Under  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate,  the  Secretary  or  his  dele¬ 
gate  may  extend,  to  the  extent  provided 
below,  the  time  for  payment  of  the  amount 
determined  as  a  deficiency: 

(1)  In  the  case  of  a  tax  imposed  by  chap¬ 
ter  1,  12,  or  42,  for  a  period  not  to  exceed  18 
months  from  the  date  fixed  for  payment  of 
the  deficiency,  and,  in  exceptional  cases,  for 
a  further  period  not  to  exceed  12  months; 

*  *  •  •  • 

An  extension  under  this  subsection  may  be 
granted  only  where  it  is  shown  to  the  satis¬ 
faction  of  the  Secretary  or  his  delegate  that 
the  payment  of  a  deficiency  upon  the  date 
fixed  for  the  payment  thereof  will  result 
in  undue  hardship  to  the  taxpayer  in  the 
case  of  a  tax  imposed  by  chapter  1  or  42,  to 
the  estate  in  the  case  of  a  tax  imposed  by 
chapter  11,  or  to  the  donor  in  the  case  of 
a  tax  Imposed  by  chapter  12.  No  extension 
shall  be  granted  if  the  deficiency  is  due  to 
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negligence,  to  intentional  disregard  of  rules 
and  regulations,  or  to  fraud  with  intent  to 
evade  tax. 

*  •  *  *  * 

[Sec.  6161  as  amended  by  sec.  101  (J),  Tax 
Reform  Act  1969  (83  Stat.  530);  sec.  101(h), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1838)  ] 

Par.  85.  Section  25.6324  is  amended  to 
read  as  follows : 

§  25.6321  Statutory  provisions;  special 
liens  for  estate  and  gift  taxes. 

Sec.  6324.  Special  liens  for  estate  and  gift 
taxes — *  *  * 

(b)  Lien  for  gift  tax.  Except  as  otherwise 
provided  in  subsection  (c),  unless  the  gift 
tax  imposed  by  chapter  12  is  sooner  paid  in 
full  or  becomes  unenforceable  by  reason  of 
lapse  of  time,  such  tax  shall  be  a  lien  upon 
all  gifts  made  during  the  period  for  which 
the  return  was  filed,  for  10  years  from  the 
date  the  gifts  are  made.  If  the  tax  is  not  paid 
when  due,  the  donee  of  any  gift  shall  be 
personally  liable  for  such  tax  to  the  extent 
of  the  value  of  such  gift.  Any  part  of  the 
property  comprised  in  the  gift  transferred  by 
the  donee  (or  by  a  transferee  of  the  donee) 
to  a  purchaser  or  holder  of  a  security  inter¬ 
est  shall  be  divested  of  the  lien  imposed  by 
this  subsection  and  such  lien,  to  the  extent 
of  the  value  of  such  gift,  shall  attach  to  all 
the  property  (including  after-acquired  prop¬ 
erty)  of  the  donee  (or  the  transferee)  ex¬ 
cept  any  part  transferred  to  a  purchaser  or 
holder  of  a  security  interest. 

(c)  Exceptions.  (1)  The  lien  imposed  by 
subsection  (a)  or  (b)  shall  not  be  valid  as 
against  a  mechanic’s  lienor  and,  subject  to 
the  conditions  provided  by  section  6323(b) 
(relating  to  protection  for  certain  interests 
even  though  noticed  filed) ,  shall  not  be  valid 
with  respect  to  any  lien  or  interest  described 
in  section  6323(b). 

(2)  If  a  lien  imposed  by  subsection  (a)  or 
(b)  .is  not  valid  as  against  a  lien  or  security 
interest,  the  priority  of  such  lien  or  security 
interest  shall  extend  to  any  item  described 
in  section  6323(e)  (relating  to  priority  of 
interest  and  expenses)  to  the  extent  that, 
under  local  law,  such  item  has  the  same 
priority  as  the  lien  or  security  interest  to 
which  it  relates. 

[Sec.  6324  as  amended  by  sec.  236  (b),  (c), 
Rev.  Act  1964  (78  Stat.  127,  128):  sec.  102, 
Federal  Tax  Lien  Act  1966  (80  Stat.  1132); 
sec.  102(d)(7),  Excise,  Estate,  and  Gift  Tax 
Adjustment  Act  1970  (84  Stat.  1842)  J 

Far.  86.  The  following  new  sections  are 
inserted  immediately  before  §  25.7101 : 

§  25.6905  Statutory  provisions;  dis¬ 
charge  of  executor  from  personal  li¬ 
ability  for  decedent’s  income  and 
gift  taxes. 

(a)  Section  6905  as  added  by  section  101 
(e)  of  the  Excise,  Estate,  and  Gift  Tax  Ad¬ 
justment  Act  of  1970: 

Sec.  6905.  Discharge  of  executor  from  per¬ 
sonal  liability  for  decedent’s  income  and  gift 
taxes — (a)  Discharge  of  liability.  In  the  case 
of  liability  of  a  decedent  for  taxes  imposed 
by  subtitle  A  or  by  chapter  12.  if  the  executor 
makes  written  application  (filed  after  the 
return  with  respect  to  such  taxes  is  made 
and  filed  in  such  manner  and  such  form  as 
may  be  prescribed  by  regulations  of  the  Sec¬ 
retary  or  his  delegate)  for  release  from  per¬ 
sonal  liability  for  such  taxes,  the  Secretary  or 
his  delegate  may  notify  the  executor  of  the 
amount  of  such  taxes.  The  executor,  upon 
payment  of  the  amount  of  which  he  is  no¬ 
tified,  or  1  year  after  receipt  of  the  applica¬ 
tion  if  no  notification  is  made  by  the  Sec¬ 
retary  or  his  delegate  before  such  date,  shall 
be  discharged  from  personal  liability  for  any 
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deficiency  in  such  tax  thereafter  found  to  be 
due  and  shall  be  entitled  to-  a  receipt  or 
writing  showing  such  disci  arge. 

(b)  Definition  of  executor.  For  purposes  of 
this  section,  the  term  “executor”  means  the 
executor  or  administrator  of  the  decedent  ap¬ 
pointed,  qualified,  and  acting  within  the 
United  States. 

(c)  Cross-reference.  For  discharge  of  ex¬ 
ecutor  from  personal  liability  for  taxes  im¬ 
posed  under  chapter  11,  see  section  2204. 

(Sec.  6905  as  added  by  sec.  101(e),  Excise, 
Estate,  and  Gift  Tax  Adjustment  Act  1970 
(84  Stat.  1837)  ] 

(b)  Section  101(f)  of  the  Excise,  Estate, 
and  Gift  Tax  Adjustment  Act  of  1970: 

(f)  Reduction  of  Period  for  Discharge  of 
Executor  from  Personal  Liability. — Effective 
with  respect  to  the  estates  of  decedents  dying 
after  December  31,  1973,  sections  2204  and 
6905  are  each  amended  by  striking  out  “1 
year”  and  inserting  in  lieu  thereof  “9 
months”. 

[Sec.  101(f),  Excise.  Estate,  and  Gift  Tax 
Adjustment  Act  1970  (84  Stat.  1838)  ] 

§  23.6905—1  Discharge  of  executor  from 
personal  liability  for  decedent’s  in¬ 
come  and  gift  taxes. 

For  regulations  concerning  the  dis¬ 
charge  of  an  executor  from  personal  lia¬ 
bility  for  a  decedent’s  income  and  gift 
taxes,  see  §  301.6905-1  of  this  chapter 
(Regulations  on  Procedure  and  Adminis¬ 
tration)  . 


PART  301— PROCEDURE  AND 
ADMINISTRATION 

Par.  87.  Section  301.6019  is  amended 
to  read  as  follows: 

§  301.6019  Statutory  provisions;  gift 
tax  returns. 

Sec.  6019.  Gift  tax  returns — (a)  In  general. 
Any  individual  who  in  any  calendar  quarter 
makes  any  transfers  by  gift  (other  than 
transfers  which  under  section  2503(b)  are 
not  to  be  included  in  the  total  amount  of 
gifts  for  such  quarter  and  other  than  quali¬ 
fied  charitable  transfers)  shall  make  a  re¬ 
turn  for  such  quarter  with  respect  to  the 
gift  tax  imposed  by  subtitle  B. 

(b)  Qualified  charitable  transfers — (1)  Re¬ 
turn  requirement .  A  return  shall  be  made  of 
any  qualified  charitable  transfer — 

(A)  For  the  first  calendar  quarter,  in  the 
calendar  year  in  which  the  transfer  is  made, 
for  which  a  return  is  required  to  be  filed 
under  subsection  (a) ,  or 

(B)  If  no  return  is  required  to  be  filed 
under  subparagraph  (A),  for  the  fourth  cal¬ 
endar  quarter  in  the  calendar  year  in  which 
such  transfer  is  made. 

A  return  made  pursuant  to  the  provisions  of 
this  paragraph  shall  be  deemed  to  be  a  return 
with  respect  to  any  transfer  reported  as  a 
qualified  charitable  transfer  for  the  calendar 
quarter  in  which  such  transfer  was  made. 

(2)  Definition  of  qualified  charitable  trans¬ 
fer.  For  purposes  of  this  section,  the  term 
“qualified  charitable  transfer”  means  a 
transfer  by  gift  with  respect  to  which  a 
deduction  is  allowable  under  section  2522  in 
an  amount  equal  to  the  amount  transferred. 

(C)  Tenancy  by  the  entirety.  For  provi¬ 
sions  relating  to  requirement  of  return  in 
the  case  of  election  as  to  the  treatment  of 
gift  by  creation  of  tenancy  by  the  entirety, 
see  section  2515(c). 

[Sec.  6019  as  amended  by  sec.  102(d)(3), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1841)] 
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Par.  88.  Section  301.6036-1  is  amended 
by  revising  paragraph  (b)  to  read  as 
follows: 

§  301.6036—1  Notice  required  of  ex¬ 
ecutor  or  of  receiver  or  other  like 
fiduciary. 

*  *  *  *  * 

(b)  Executors,  administrators,  and 
persons  in  possession  of  property  of  de¬ 
cedent.  For  provisions  relating  to  the  re¬ 
quirement  of  filing,  by  an  executor, 

administrator,  or  person  in  possession  of 

property  of  a  decedent,  of  a  preliminary 
notice  in  the  case  of  the  estate  of  a  de¬ 
cedent  dying  before  January  1,  1971,  see 
§  20.6036-1  of  this  chapter  (Estate  Tax 
Regulations  > . 

♦  *  *  *  * 

Par.  89.  Section  301.6039  is  amended 
by  revising  the  heading,  by  renumbering 
section  6039  as  section  6040,  by  deleting 
paragraph  (6),  and  by  revising  para¬ 
graph  (2)  and  the  historical  note  to  read 
as  follows: 

§301.6010  Statutory  provisions;  cross 
references. 

Sec.  6040.  Cross  references*  *  * 

(2)  For  application  by  fiduciary  for  deter¬ 
mination  of  tax  and  discharge  from  personal 
liability  therefor,  see  section  2204. 

•  *  •  •  • 

| Sec.  6037  as  renumbered  by  sec.  64(c), 
Technical  Amendments  Act  1958  (72  Stat. 
1656);  sec.  6,  Act  of  Sept.  14,  1960  (Pub. 
Law  86-780,  74  Stat.  1014);  sec.  221(b),  Rev. 
Act  1964  (78  Stat.  73);  as  amended  by  sec. 
305,  Excise  Tax  Reduction  Act  1965  (79  Stat. 
148);  sec.  101(d)  (2),  Excise.  Estate,  and  Gift 
Tax  Adjustment  Act  1970  (84  Stat.  1837)  ] 

Par.  90.  Section  301.6075  is  amended 
to  read  as  follows: 

§  301.6075  Statutory  provisions;  time 
for  filing  estate  and  gift  tax  returns. 

Sec.  6075.  Time  for  filing  estate  and  gift 
tax  returns — (a)  Estate  tax  returns.  Returns 
made  under  setcion  6018(a)  (relating  to 
estate  taxes)  shall  be  filed  within  9  months 
after  the  date  of  the  decedent's  death. 

(b)  Gift  tax  returns.  Returns  made  under 
section  6019  (relating  to  gift  taxes)  shall  be 
filed  on  or  before  the  15th  day  of  the  second 
month  following  the  close  of  the  calendar 
quarter. 

[Sec.  6075  as  amended  by  secs.  101(b),  102(d) 
(4),  Excise,  Estate,  and  Gift  Tax  Adjustment 
Act  1970  (84  Stat.  1836,  1842)  ] 

Par.  91.  Section  301.6091  is  amended 
by  revising  section  609Kb)  and  by  add¬ 
ing  a  historical  note.  These  revised  and 
added  provisions  read  as  follows: 

§  301.6091  Statutory  proviMons;  place 
for  filing  returns  or  other  documents. 

Sec.  6091.  Place  for  filing  returns  or  other 
documents.  *  *  * 

(b)  Tax  returns.  In  the  case  of  returns  of 
tax  required  under  authority  of  part  II  of 
this  subchapter — 

(1)  Persons  other  than  corporations — (A) 
General  Rule.  Except  as  provided  in  subpara¬ 
graph  (B),  a  return  (other  than  a  corpora¬ 
tion  return)  shall  be  made  to  the  Secretary 
or  his  delegate — 

(i)  In  the  Internal  revenue  district  in 
which  is  located  the  legal  residence  or  prin¬ 
cipal  place  of  business  of  the  person  making 
the  return,  or 


v  (li)  At  a  service  center  serving  the  inter¬ 
nal  revenue  district  referred  to  in  clause  (i), 

as  the  Secretary  or  his  delegate  may  by  reg- 
ulations  designate. 

(B)  Exception.  Returns  of — 

(1)  Persons  who  have  no  legal  residence  or 
principal  place  of  business  in  any  internal 
revenue  district, 

(il)  Citizens  of  the  United  States  whose 
principal  place  of  abode  for  the  period  with 
respect  to  which  the  return  is  filed  is  outside 
the  United  States, 

(iii)  Persons  who  claim  the  benefits  of 
section  911  (relating  to  earned  income  from 
sources  without  the  United  States) ,  section 
931  (relating  to  income  from  sources  within 
possessions  of  the  United  States),  or  section 
933  (relating  to  income  from  sources  within 
Puerto  Rico),  and 

(iv)  Nonresident  alien  persons, 

shall  be  made  at  such  place  as  the  Secretary 
or  his  delegate  may  by  regulations  designate. 

(2)  Corporations — (A)  General  rule.  Ex¬ 
cept  as  provided  in  subparagraph  (B) ,  a  re¬ 
turn  of  a  corporation  shall  be  made  to  the 
Secretary  or  his  delegate — 

(i)  In  the  internal  revenue  district  in 
which  is  located  the  principal  place  of  busi¬ 
ness  or  principal  office  or  agency  of  the  cor¬ 
poration,  or 

(ii)  At  a  service  center  serving  the  inter¬ 
nal  revenue  district  referred  to  in  clause  (i), 

as  the  Secretary  or  his  delegate  may  by  reg¬ 
ulations  designate. 

(B)  Exception.  Returns  of — 

(i)  Corporations  which  have  no  principal 
place  of  business  or  principal  office  or  agency 
in  any  internal  revenue  district, 

(il)  Corporations  which  claim  the  benefits 
of  section  922  (relating  to  special  deduction 
for  Western  Hemisphere  trade  corporation) , 
section  931  (relating  to  Income  from  sources 
within  possessions  of  the  United  States) ,  or 
section  941  (relating  to  the  special  deduc¬ 
tion  for  China  Trade  Act  corporations) ,  and 

(iii)  Foreign  corporations. 

shall  be  made  at  such  place  as  the  Secretary 
or  his  delegate  may  by  regulations  designate. 

(3)  Estate  tax  returns — (A)  General  rule. 
Except  as  provided  in  subparagraph  (B),  re¬ 
turns  of  estate  tax  required  under  section 
6018  shall  be  made  to  the  Secretary  or  his 
delegate — 

(i)  In  the  internal  revenue  district  In 
which  was  the  domicile  of  the  decedent  at 
the  time  of  his  death,  or 

(ii)  At  a  service  center  serving  the  inter¬ 
nal  revenue  district  referred  to  in  clause  (1) , 
as  the  Secretary  or  his  delegate  may  by  regu¬ 
lations  designate. 

(B)  Exception.  If  the  domicile  of  the  de¬ 
cedent  was  not  in  an  internal  revenue  dis¬ 
trict,  or  if  he  had  no  domicile,  the  estate  tax 
return  required  under  section  6018  shall  be 
made  at  such  place  as  the  Secretary  or  his 
delegate  may  by  regulations  designate. 

(4)  Hand-carried  returns.  Notwithstand¬ 
ing  paragraph  (1),  (2),  or  (3),  a  return  to 
which  paragraph  (1)(A),  (2)  (A),  or  (3)  (A) 
would  apply,  but  for  this  paragraph,  which 
is  made  to  the  Secretary  or  his  delegate  by 
hand-carrying  shall,  under  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate,  be 
made  in  the  internal  revenue  district  re¬ 
ferred  to  in  paragraph  (1)  (A)(1),  (2)  (A)(1), 
or  (3)  (A)  (i) ,  as  the  case  may  be. 

(5)  Exceptional  cases.  Notwithstanding 
paragraph  <1),  (2),  (3),  or  (4)  of  this  sub¬ 
section,  the  Secretary  or  his  delegate  may 
permit  a  return  to  be  filed  in  any  Internal 
revenue  district,  and  may  require  the  return 
of  any  officer  or  employee  of  the  Treasury 
Department  to  be  filed  In  any  internal  rev¬ 
enue  district  selected  by  the  Secretary  or 
his  delegate. 
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[Sec.  6091  as  amended  by  sec.  1(a),  Act  of 
Nov.  2.  1966  (Public  Law  89-713,  80  Stat. 
1107);  sec.  101(1),  Excise,  Estate,  and  Gift 
Tax  Adjustment  Act  1970  (84  Stat.  1838)  ] 

Par.  92.  Section  301.6091-1  (b)  is 
amended  by  revising  paragraph  (b)(1) 
to  read  as  follows: 


a  tax  imposed  by  chapter  1  or  42,  to  the 
estate  In  the  case  of  a  tax  imposed  by  chapter 
11,  or  to  the  donor  in  the  case  of  a  tax  im¬ 
posed  by  chapter  12.  No  extension  shall  be 
granted  If  the  deficiency  Is  due  to  negligence, 
to  intentional  disregard  of  rules  and  regula¬ 
tions,  or  to  fraud  with  Intent  to  evade  tax. 
*  *  *  *  * 


§  301.6212-1  Notice  of  deficiency. 

*  *  *  •  * 

(c)  Further  deficiency  letters  re¬ 
stricted.  If  the  district  director  (or  as¬ 
sistant  regional  commissioner,  appel¬ 
late)  mails  to  the  taxpayer  notice  of  a 
deficiency,  and  the  taxpayer  files  a  pe¬ 
tition  with  the  tax  court  within  the  pre¬ 
scribed  period,  no  additional  deficiency 
may  be  determined  with  respect  to  in¬ 
come  tax  for  the  same  taxable  year,  gift 
tax  for  the  same  calendar  quarter  (cal¬ 
endar  year  with  respect  to  gifts  made 
before  January  1,  1971),  or  estate  tax 
with  respect  to  the  taxable  estate  of  the 
same  decedent.  This  restriction  shall  not 
apply  in  the  case  of  fraud,  assertion  of 
greater  deficiencies  before  the  tax  court 
as  provided  in  section  6214(a),  mathe¬ 
matical  errors  as  provided  in  section 
6213(b)(1),  or  jeopardy  assessments  as 
provided  in  section  6861(c). 

Par.  96.  Section  301.6214  is  amended 
to  read  as  follows : 

§  301.6214  Statutory  provisions;  deter¬ 
minations  by  Tax  Court. 

Sec.  6214.  Determination  by  Tax  Court — 

(a)  Jurisdiction  as  to  increase  of  deficiency, 
additional  amounts,  or  additions  to  the  tax. 
Except  as  provided  by  section  7463,  the  Tax 
Court  shall  have  jurisdiction  to  redetermine 
the  correct  amount  of  the  deficiency  even  If 
the  amount  so  redetermined  Is  greater  than 
the  amount  of  the  deficiency,  notice  of  which 
has  been  mailed  to  the  taxpayer,  and  to  de¬ 
termine  whether  any  additional  amount,  or 
addition  to  the  tax  should  be  assessed,  if 
claim  therefor  Is  asserted  by  the  Secretary  or 
his  delegate  at  or  before  the  hearing  or  a 
rehearing. 

(b)  Jurisdiction  over  other  years  and 
quarters.  The  Tax  Court  in  redetermining  a 
deficiency  of  Income  tax  for  any  taxable  year 
or  of  gift  tax  for  any  calendar  year  or  calen¬ 
dar  quarter  shall  consider  such  facts  with 
relation  to  the  taxes  for  other  years  or  calen¬ 
dar  quarters  as  may  be  necessary  correctly 
to  redetermine  the  amount  of  such  deficiency, 
but  in  so  doing  shall  have  no  jurisdiction  to 
determine  whether  or  not  the  tax  for  any 
other  year  or  calendar  quarter  has  been  over¬ 
paid  or  underpaid. 

(c)  Taxes  imposed  by  section  507  or  chap¬ 
ter  42.  The  Tax  Court,  in  redetermining  a 
deficiency  of  any  tax  imposed  by  section  507 
or  chapter  42  for  any  period,  act,  or  failure 
to  act,  shall  consider  such  facts  with  relation 
to  the  taxes  under  chapter  42  for  other  pe¬ 
riods,  acts,  or  failures  to  act  as  may  be  nec¬ 
essary  correctly  to  redetermine  the  amount 
of  such  deficiency,  bait  in  so  doing  shall  have 
no  Jurisdiction  to  determine  whether  or  not 
the  taxes  under  chapter  42  for  any  other 
period,  act,  or  failure  to  act  have  been  over¬ 
paid  or  underpaid. 

(d)  Final  decisions  of  Tax  Court.  For  pur¬ 
poses  of  this  chapter,  chapter  42,  and  sub¬ 
title  A  or  B  the  date  on  which  a  decision  of 
the  Tax  Court  becomes  final  shall  be  deter¬ 
mined  according  to  the  provisions  of  section 
7481. 

[Sec.  6214  as  amended  by  secs.  101(J)(43), 
960(a),  Tax  Reform  Act  1969  (83  Stat.  530, 
734) ;  sec.  102(d)  (6) ,  Excise,  Estate,  and  Gift 
Tax  Adjustment  Act  1970  (84  Stat.  1841 )  ] 

Par.  97.  Section  301.6314  is  amended 
by  revising  section  6314(c)(2)  and  by 
adding  a  historical  note.  These  revised 
and  added  provisions  read  as  follows: 


§  301.6091—1  Place  for  filing  returns 
and  other  documents. 

*  •  *  *  * 

(b)  Exception  for  hand-carried  docu¬ 
ments  other  than  returns.  Notwithstand¬ 
ing  any  other  provisions  of  this 
chapter — 

(1)  Persons  other  than  corporations. 
If  a  document,  other  than  a  return,  of  a 
person  '(other  than  a  corporation)  is 
hand  carried,  and  if  the  document  is 
otherwise  required  to  be  filed  with  a 
service  center,  such  document  may  be 
filed  with  the  district  director  for  the 
internal  revenue  district  in  which  is 
located  the  legal  residence  or  principal 
place  of  business  of  such  person,  or,  in 
the  case  of  an  estate,  the  internal  rev¬ 
enue  district  in  which  was  the  domicile 
of  the  decedent  at  the  time  of  his  death. 
A  document  may  also  be  filed  by  hand 
carrying  such  document  to  the  appro¬ 
priate  service  center,  or,  in  the  case  of  a 
document  required  to  be  filed  (i)  with  the 
Office  of  International  Operations,  by 
hand  carrying  to  such  Office,  or  (ii)  with 
the  office  of  the  assistant  regional  com¬ 
missioner  (alcohol  and  tobacco  tax),  by 
hand  carrying  to  such  office. 

***** 

Par.  93.  Section  301.6161  is  amended 
by  revising  section  6161(a)(1),  by  revis¬ 
ing  section  6161(b),  and  by  revising  the 
historical  note.  These  revised  provisions 
read  as  follows: 

§  301.6161  Statutory  provisions;  exten¬ 
sion  of  time  for  paying  tax. 

Sec.  6161.  Extension  of  time  for  paying 
tax — (a)  Amount  determined  by  taxpayer  on 
return — (1)  General  rule.  The  Secretary  or 
his  delegate,  except  as  otherwise  provided  in 
this  title,  may  extend  the  time  for  payment 
of  the  amount  of  the  tax  shown,  or  required 
to  be  shown,  on  any  return  or  declaration 
required  under  authority  of  this  title  (or  any 
Installment  thereof),  for  a  reasonable  period 
not  to  exceed  6  months  (12  months  in  the 
case  of  estate  tax)  from  the  date  fixed  for 
payment  thereof.  Such  extension  may  exceed 
6  months  in  the  case  of  a  taxpayer  who  is 
abroad. 

•  •  •  •  • 

(b)  Amount  determined  as  deficiency. 
Under  regulations  prescribed  by  the  Secretary 
or  his  delegate,  the  Secretary  or  his  delegate 
may  extend,  to  the  extent  provided  below,  the 
time  for  payment  of  the  amount  determined 
as  a  deficiency : 

(1)  In  the  case  of  a  tax  Imposed  by  chapter 

I,  12,  or  42,  for  a  period  not  to  exceed  18 
months  from  the  date  fixed  for  payment  of 
the  deficiency  and.  In  exceptional  cases,  for 
a  further  period  not  to  exceed  12  months; 

(2)  In  the  case  of  a  tax  imposed  by  chapter 

II,  for  a  period  not  to  exceed  4  years  from 
the  date  otherwise  fixed  for  payment  of  the 
deficiency. 

An  extension  under  this  subsection  may  be 
granted  only  where  it  is  shown  to  the  satis¬ 
faction  of  the  Secretary  or  his  delegate  that 
the  payment  of  a  deficiency  upon  the  date 
fixed  for  the  payment  thereof  will  result  In 
undue  hardship  to  the  taxpayer  in  the  case  of 


[Sec.  6161  as  amended  by  sec.  206(c),  Small 
Business  Tax  Revision  Act  1958  (72  Stat. 
1684);  sec.  101(J),  Tax  Reform  Act  1969  (83 
Stat.  530);  sec.  101(h),  Excise,  Estate,  and 
Gift  Tax  Adjustment  Act  1970  (84  Stat. 
1838)  ] 

Par.  94.  Section  301.6212  is  amended 
by  revising  section  6212(a),  by  revising 
section  6212(b)(1),  by  revising  section 
6212(c)(1),  by  revising  section  6212(c) 
(2)  (A),  and  by  revising  the  historical 
note.  These  revised  provisions  read  as 
follows: 

§301.6212  Statutory  provisions;  notice 
of  deficiency. 

Sec.  6212.  Notice  of  deficiency — (a)  In 
general.  If  the  Secretary  or  his  delegate  de¬ 
termines  that  there  is  a  deficiency  in  respect 
of  any  tax  imposed  by  subtitle  A  or  B  or 
chapter  42,  he  is  authorized  to  send  notice 
of  such  deficiency  to  the  taxpayer  by  certi¬ 
fied  mail  or  registered  mail. 

(b)  Address  for  notice  of  deficiency — (1) 
Income  and  gift  taxes  and  taxes  imposed 
by  chapter  42.  In  the  absence  of  notice  to 
the  Secretary  or  his  delegate  under  section 
6903  of  the  existence  of  a  fiduciary  relation¬ 
ship,  notice  of  a  deficiency  in  respect  of  a 
tax  imposed  by  subtitle  A,  chapter  12,  or 
chapter  42,  if  mailed  to  the  taxpayer  at  his 
last  known  address,  shall  be  sufficient  for 
purposes  of  subtitle  A,  chapter  12,  chapter 
42,  and  .this  chapter  even  if  such  taxpayer 
is  deceased,  or  is  under  a  legal  disability, 
or,  in  the  case  of  a  corporation,  has  termi¬ 
nated  its  existence. 

•  *  *  •  • 

(c)  Further  deficiency  letters  restricted — 
(1)  General  rule.  If  the  Secretary  or  his 
delegate  has  mailed  to  the  taxpayer  a  no¬ 
tice  of  deficiency  as  provided  in  subsection 
(a),  and  the  taxpayer  files  a  petition  with 
the  tax  court  within  the  time  prescribed 
in  section  6213(a),  the  Secretary  or  his  dele¬ 
gate  shall  have  no  right  to  determine  any 
additional  deficiency  of  income  tax  for  the 
same  taxable  year,  of  gift  tax  for  the  same 
calendar  quarter,  of  estate  tax  in  respect 
of  the  taxable  estate  of  the  same  decedent, 
of  section  4940  tax  for  the  same  taxable 
year,  or  of  chapter  42  tax  (other  than  under 
section  4940)  with  respect  to  any  act  (or 
failure  to  act)  to  which  such  petition  re¬ 
lates,  except  in  the  case  of  fraud,  and  ex¬ 
cept  as  provided  in  section  6214(a)  (relating 
to  assertion  of  greater  deficiencies  before 
the  tax  court),  in  section  6213(b)(1)  (re¬ 
lating  to  mathematical  errors),  or  in  sec¬ 
tion  6861(c)  (relating  to  the  making  of 
Jeopardy  assessments). 

(2)  Cross  references  *  *  * 

(A)  Deficiency  attributable  to  change  of 
election  with  respect  to  the  standard  deduc¬ 
tion  where  taxpayer  and  his  spouse  made 
separate  returns,  see  section  144(b). 

•  *  •  •  • 

[Sec.  6212  as  amended  by  secs.  76,  89(b), 
Technical  Amendments  Act  1968  (72  Stat. 
1661,  1665);  sec.  112(d),  Rev.  Act  1964  (78 
Stat.  24);  secs.  101  (f),  (J),  Tax  Reform 
Act  1969  (  83  Stat.  524,  526);  sec.  102(d)(5), 
Excise,  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1842)  ] 

Par.  95.  Section  301.6212-1  is  amended 
by  revising  paragraph  (c)  to  read  as 
follows: 
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§  301.6314  Statutory  provisions;  re¬ 
ceipt  for  taxes. 

Sec.  6314.  Receipt  for  taxes.  •  *  • 

(c)  Cross-references.  *  •  • 

(2)  For  receipt  of  discharge  of  fiduciary 
from  personal  liability,  see  section  2204. 

| Sec.  6314  as  amended  by  sec.  101(d)  (2),  Ex¬ 
cise.  Estate,  and  Gift  Tax  Adjustment  Act 
1970  (84  Stat.  1837)  ] 

Par.  98.  Section  301.6324  is  amended 
to  read  as  follows: 

§  301.6324  Statutory  provisions:  special 
liens  for  estate  and  gift  taxes. 

Sec.  6324.  Special  liens  for  estate  and  gift 
taxes — (a)  Liens  for  estate  tax.  Except  as 
otherwise  provided  in  subsection  (c)  — 

(1)  Upon  gross  estate.  Unless  the  estate 
tax  imposed  by  chapter  11  is  sooner  paid  in 
full,  or  becomes  unenforceable  by  reason 
of  lapse  of  time,  it  shall  be  a  lien  upon  the 
gross  estate  of  the  decedent  for  10  years 
from  the  date  of  death,  except  that  such 
part  of  the  gross  estate  as  is  used  for  the 
payment  of  charges  against  the  estate  and 
expenses  of  its  administration,  allowed  by 
any  court  having  jurisdiction  thereof,  shall 
be  divested  of  such  lien. 

(2)  Liability  of  transferees  and  others. 
If  the  estate  tax  imposed  by  chapter  1 1  is  not 
paid  when  due,  then  the  spouse,  transferee, 
trustee  (except  the  trustee  of  an  employees' 
trust  which  meets  the  requirements  of  sec¬ 
tion  401  (a) ) ,  surviving  tenant,  person  in 
possession  of  the  property  by  reason  of  the 
exercise,  nonexercise,  or  release  of  a  powder 
of  appointment,  or  beneficiary,  who  receives, 
or  has  on  the  date  of  the  decedent’s  death, 
property  included  in  the  gross  estate  under 
sections  2034  to  2042,  inclusive,  to  the  ex¬ 
tent  of  the  value,  at  the  time  of  the  dece¬ 
dent's  death,  of  such  property,  shall  be  per¬ 
sonally  liable  for  such  tax.  Any  part  of  such 
property  transferred  by  (or  transferred  by 
a  transferee  of)  such  spouse,  transferee, 
trustee,  surviving  tenant,  person  in  posses¬ 
sion,  or  beneficiary,  to  a  purchaser  or  holder 
of  a  security  interest  shall  be  divested  of 
the  lien  provided  in  paragraph  (1)  and  a 
like  lien  shall  then  attach  to  all  the  property 
of  such  spouse,  transferee,  trustee,  surviving 
tenant,  person  in  possession,  or  beneficiary, 
or  transferee  of  any  such  person,  except  any 
part  transferred  to  a  purchaser  or  a  holder 
of  a  security  interest. 

(3)  Continuance  after  discharge  of  fiduci¬ 
ary.  The  provisions  of  section  2204  (relating 
to  discharge  of  fiduciary  from  personal  lia¬ 
bility)  shall  not  operate  as  a  release  of  any 
part  of  the  gross  estate  from  the  lien  for 
any  deficiency  that  may  thereafter  be  deter¬ 
mined  to  be  due,  unless  such  part  of  the 
gross  estate  (or  any  interest  therein)  has 
been  transferred  to  a  purchaser  or  a  holder 
of  a  security  interest,  in  which  case  such 
part  (or  such  interest)  shall  not  be  subject 
to  a  lien  or  to  any  claim  or  demand  for  any 
such  deficiency,  but  the  lien  shall  attach 
to  the  consideration  received  from  such 
purchaser  or  holder  of  a  security  interest,  by 
the  heirs,  legatees,  devisees,  or  distributees. 

(b)  Lien  for  gift  tax.  Except  as  otherwise 
provided  in  subsection  (c),  unless  the  gift 
tax  imposed  by  chapter  12  is  sooner  paid  in 
full  or  becomes  unenforceable  by  reason  of 
lapse  of  time,  such  tax  shall  be  a  lien  upon 
all  gifts  made  during  the  period  for  which 
the  return  was  filed,  for  10  years  from  the 
date  the  gifts  are  made.  If  the  tax  is  not  paid 
when  due,  the  donee  of  any  gift  shall  be  per¬ 
sonally  liable  for  such  tax  to  the  extent  of 
the  value  of  such  gift.  Any  part  of  the  prop¬ 
erty  comprised  in  the  gift  transferred  by 
the  donee  (or  by  a  transferee  of  the  donee) 
to  a  purchaser  or  holder  of  a  security  inter¬ 
est  shall  be  divested  of  the  lien  imposed  by 
this  subsection  and  such  lien,  to  the  extent 


of  the  value  of  such  gift,  shall  attach  to  all 
the  property  (including  after-acquired  prop¬ 
erty)  of  the  donee  (or  the  transferee)  except 
any  part  transferred  to  a  purchaser  or  holder 
of  a  security  interest. 

(c)  Exceptions.  (1)  The  lien  imposed  by 
subsection  (a)  or  (b)  shall  not  be  valid  as 
against  a  mechanic's  lienor  and,  subject  to 
the  conditions  provided  by  section  6323(b) 
(relating  to  protection  for  certain  interests 
even  though  noticed  filed),  shall  not  be 
valid  with  respect  to  any  lien  or  interest  de¬ 
scribed  in  section  6323(b). 

(2)  If  a  lien  imposed  by  subsection  (a)  or 
(b)  is  not  valid  as  against  a  lien  or  security 
interest,  the  priority  of  such  lien  or  security 
interest  shall  extend  to  any  item  described 
in  section  6323(e)  (relating  to  priority  of  in¬ 
terest  and  expenses)  to  the  extent  that,  un¬ 
der  local  law,  such  item  has  the  same  priority 
as  the  lien  or  security  interest  to  which  it 
relates. 

[Sec.  6324  as  amended  by  sec.  236  (b),  (c), 
Rev.  Act  1964  (78  Stat.  127,  128);  sec.  102, 
Federal  Tax  Lien  Act  1966  (80  Stat.  1132); 
secs.  101(d)(2),  102(d)(7),  Excise,  Estate, 
and  Gift  Tax  Adjustment  Act  1970  (84  Stat. 
1837,  1842)  ] 

Par.  99.  Section  301.6324-1  is  amended 
to  read  as  follows: 

§  301.6324—1  Special  liens  for  estate 
and  gift  tuxes;  personal  liability  of 
transferees  and  others. 

<a>  Estate  tax.  (1)  A  lien  for  estate 
tax  attaches  at  the  date  of  the  decedent’s 
death  to  every  part  of  the  gross  estate, 
whether  or  not  the  property  comes  into 
possession  of  the  duly  qualified  executor 
or  administrator.  The  lien  attaches  to 
the  extent  of  the  tax  shown  to  be  due 
by  the  return  and  of  any  deficiency  in  tax 
found  to  be  due  upon  review  and  audit. 
If  the  estate  tax  is  not  paid  when  due, 
then  the  spouse,  transferee,  trustee  (ex¬ 
cept  the  trustee  of  an  employee’s  trust 
which  meets  the  requirements  of  section 
401(a) ),  surviving  tenant,  person  in  pos¬ 
session  of  the  property  by  reason  of  the 
exercise,  nonexercise,  or  release  of  a 
power  of  appointment,  or  beneficiary, 
who  receives,  or  has  on  the  date  of  the 
decedent’s  death,  property  included  in 
the  gross  estate  under  sections  2034  to 
2042,  inclusive,  shall  be  personally  liable 
for  the  tax  to  the  extent  of  the  value,  at 
the  time  of  the  decedent’s  death,  of  the 
property. 

(2)  Unless  the  tax  is  paid  in  full  or 
becomes  unenforceable  by  reason  of 
lapse  of  time,  and  except  as  otherwise 
provided  in  paragraph  (c>  of  this  sec¬ 
tion,  the  lien  upon  the  entire  property 
constituting  the  gross  estate  continues 
for  a  period  of  10  years  after  the  dece¬ 
dent’s  death,  except  that  the  lien  shall 
be  divested  with  respect  to — 

(i)  The  portion  of  the  gross  estate 
used  for  the  payment  of  charges  against 
the  estate  and  expenses  of  its  adminis¬ 
tration  allowed  by  any  court  having 
jurisdiction  thereof; 

(ii)  Property  included  in  the  gross  es¬ 
tate  under  sections  2034  to  2042,  inclu¬ 
sive,  which  is  transferred  by  (or  trans¬ 
ferred  by  the  transferee  of)  the  spouse, 
transferee,  trustee,  surviving  tenant, 
person  in  possession  of  the  property  by 
reason  of  the  exercise,  nonexercise,  or 
release  of  a  power  of  appointment,  or 
beneficiary  to  a  purchaser  or  holder  of  a 


security  interest.  In  such  case  a  like  hen 
attaches  to  all  the  property  of  the 
spouse,  transferee,  trustee,  surviving 
tenant,  person  in  possession,  beneficiary, 
or  transferee  of  any  such  person,  except 
the  part  which  is  transferred  to  a  pur¬ 
chaser  or  a  holder  of  a  security  interest. 
See  section  6323(h)  (1)  and  (6)  and  the 
regulations  thereunder,  respectively,  for 
the  definitions  of  “security  interest”  and 
“purchaser”; 

(iii)  The  portion  of  the  gross  estate 
(or  any  interest  therein)  which  has  been 
transferred  to  a  purchaser  or  holder  of 
a  security  interest  if  payment  is  made 
of  the  full  amount  of  tax  determined  by 
the  district  director  pursuant  to  a  re¬ 
quest  of  the  fiduciary  (executor,  in  the 
case  of  the  estate  of  a  decedent  dying 
before  January  1,  1971)  for  discharge 
from  personal  liability  as  authorized  by 
section  2204  (relating  to  discharge  of 
fiduciary  from  personal  liability)  but 
there  is  substituted  a  like  lien  upon  the 
consideration  received  from  the  pur¬ 
chaser  or  holder  of  a  security  interest; 
and 

<iv)  Property  as  to  which  the  district 
director  has  issued  a  certificate  releasing 
a  lien  under  section  6325(a)  and  the  reg¬ 
ulations  thereunder. 

(b)  Lien  for  gift  tax.  Except  as  pro¬ 
vided  in  paragraph  (c)  of  this  section,  a 
lien  attaches  upon  all  gifts  made  during 
the  period  for  which  the  return  was  filed 
(see  §  25.6019-1  of  this  chapter)  for  the 
amount  of  tax  imposed  upon  the  gifts 
made  during  such  period.  The  lien  ex¬ 
tends  for  a  period  of  10  years  from  the 
time  the  gifts  are  made,  unless  the  tax 
is  sooner  paid  in  full  or  becomes  unen¬ 
forceable  by  reason  of  lapse  of  time.  If 
the  tax  is  not  paid  when  due,  the  donee 
of  any  gift  becomes  personally  liable  for 
the  tax  to  the  extent  of  the  value  of  his 
gift.  Any  part  of  the  property  comprised 
in  the  gift  transferred  by  the  donee  (or 
by  a  transferee  of  the  donee)  to  a  pur¬ 
chaser  or  holder  of  a  security  interest  is 
divested  of  the  lien,  but  a  like  lien,  to  the 
extent  of  the  value  of  the  gift,  attaches 
to  all  the  property  (including  after- 
acquired  property)  of  the  donee  (or  the 
transferee)  except  any  part  transferred 
to  a  purchaser  or  holder  of  a  security  in¬ 
terest.  See  section  6323(h)  (1)  and  (6) 
and  the  regulations  thereunder,  respec¬ 
tively,  for  the  definitions  of  “security  in¬ 
terest”  and  “purchaser.” 

(c)  Exceptions.  (1)  A  lien  described  in 
either  paragraph  (a)  or  paragraph  (b) 
of  this  section  is  not  valid  against  a 
mechanic’s  lienor  (as  defined  in  section 
6323(h)(2)  and  the  regulations  there¬ 
under)  and,  subject  to  the  conditions  set 
forth  under  section  6323(b)  (relating  to 
protection  for  certain  interests  even 
though  notice  filed) ,  is  not  valid  with  re¬ 
spect  to  any  lien  or  interest  described  in 
section  6323(b)  and  the  regulations 
thereunder. 

(2)  If  a  lien  described  in  either  para¬ 
graph  (a>  or  paragraph  (b)  of  this  sec¬ 
tion  is  not  valid  against  a  lien  or  security 
interest  (as  defined  in  section  6323(h) 
(1)  and  the  regulations  thereunder),  the 
priority  of  the  lien  or  security  interest 
extends  to  any  item  described  in  section 
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6323(e)  (relating  to  priority  of  interest 
and  expenses)  to  the  extent  that,  under 
local  law,  the  item  has  the  same  priority 
as  the  lien  or  security  interest  to  which 
it  relates. 

(d)  Application  of  lien  imposed  by  sec¬ 
tion  6321.  The  general  lien  under  section 
6321  and  the  special  lien  under  subsec¬ 
tion  (a)  or  (b)  of  section  6324  for  the 
estate  or  gift  tax  are  not  exclusive  of 
each  other,  but  are  cumulative.  Each  lien 
will  arise  when  the  conditions  precedent 
to  the  creation  of  such  lien  are  met  and 
will  continue  in  accordance  with  the  pro¬ 
visions  applicable  to  the  particular  lien. 
Thus,  the  special  lien  may  exist  without 
the  general  lien  being  in  force,  or  the 
general  lien  may  exist  without  the  spe¬ 
cial  lien  being  in  force,  or  the  general 
lien  and  the  special  lien  may  exist  simul¬ 
taneously,  depending  upon  the  facts  and 
pertinent  statutory  provisions  applicable 
to  the  respective  liens. 

Par.  100.  Section  301.6501(e)  is 
amended  by  revising  the  heading,  by  re¬ 
vising  the  heading  of  section  6501(e),  by 
revising  section  6501(e)  (2),  by  adding  a 
new  paragraph  (3)  immediately  after 
paragraph  (2) ,  and  by  adding  a  historical 
note.  These  revised  and  added  provisions 
read  as  follows: 

§  301.6501(e)  Statutory  provisions; 
limitations  on  assessments  and  col¬ 
lection;  substantial  omission  of 
items. 

Sec.  6501.  Limitations  on  assessment  and 
collection.  *  *  * 

(e)  Substantial  omission  of  items.  •  *  * 

(2)  Estate  and  gift  taxes.  In  the  case  of  a 
return  of  estate  tax  under  chapter  11  or  a 
return  of  gift  tax  under  chapter  12,  if  the 
taxpayer  omits  from  the  gross  estate  or  from 
the  total  amount  of  the  gifts  made  during 
the  period  for  which  the  return  was  filed 
items  includible  in  such  gross  estate  or  such 
total  gifts,  as  the  case  may  be,  as  exceed  in 
amount  25  percent  of  the  gross  estate  stated 
in  the  return  or  the  total  amount  of  gifts 
stated  in  the  return,  the  tax  may  be  assessed, 
or  a  proceeding  in  court  for  the  collection  of 
such  tax  may  be  begun  without  assessment, 
at  any  time  within  6  years  after  the  return 
was  filed.  In  determining  the  items  omitted 
from  the  gross  estate  or  the  total  gifts,  there 
shall  not  be  taken  into  account  any  item 
which  is  omitted  from  the  gross  estate  or  from 
the  toted  gifts  stated  in  the  return  if  such 
item  is  disclosed  in  the  return,  or  in  a  state¬ 
ment  attached  to  the  return,  in  a  manner 
adequate  to  apprise  the  Secretary  or  his 
delegate  of  the  nature  and  amount  of  such 
item. 

(3)  Excise  taxes.  In  the  case  of  a  return 
of  a  tax  imposed  under  a  provision  of  sub¬ 
title  D,  if  the  return  omits  an  amount  of 
such  tax  properly  includible  thereon  which 
exceeds  25  percent  of  the  amount  of  such 
tax  reported  thereon,  the  tax  may  be  assessed, 
or  a  proceeding  in  court  for  the  collection  of 
such  tax  may  be  begun  without  assessment, 
at  any  time  within  6  years  after  the  return  13 
filed.  In  determining  the  amount  of  tax 
omitted  on  a  return,  there  shall  not  be  taken 
into  account  any  amount  of  tax  imposed  by 
chapter  42  which  is  omitted  from  the  return 
if  the  transaction  giving  rise  to  such  tax  is 
disclosed  in  the  return,  or  in  a  statement  at¬ 
tached  to  the  return,  in  a  manner  adequate  to 
apprise  the  Secretary  or  his  delegate  of  the 
existence  and  nature  of  such  item. 

(Sec.  6501(e)  as  amended  by  sec.  810(b),  Ex¬ 
cise  Tax  Reduction  Act  1965  (79  Stat.  169); 


sec.  101  (g)  (3) ,  Tax  Reform  Act  1969  (83  Stat. 
525);  sec.  102(d)(8),  Excise.  Estate,  and  Gift 
Tax  Adjustment  Act  1970  (84  Stat.  1842)  ] 

Par.  101.  Section  301.6501  (e)-l  is 
amended  by  revising  paragraph  (b)(1)  to 
read  as  follows: 

§  301.6501  (e)— 1  Omission  from  return. 
***** 

(b)  Estate  and  gift  taxes.  (1)  If  the 
taxpayer  omits  from  the  gross  estate  as 
stated  in  the  estate  tax  return,  or  from 
the  total  amount  of  the  gifts  made  dur¬ 
ing  the  period  for  which  the  gift  tax  re¬ 
turn  was  filed  (see  §  25.6019-1  of  this 
chapter)  as  stated  in  such  return,  an 
item  or  items  properly  includible  therein 
the  amount  of  which  is  in  excess  of  25 
percent  of  the  gross  estate  as  stated  in 
the  return,  or  25  percent  of  the  total 
amount  of  the  gifts  as  stated  in  the  re¬ 
turn,  the  tax  may  be  assessed,  or  a 
proceeding  in  court  for  the  collection 
thereof  may  be  begun  without  assess¬ 
ment,  at  any  time  within  6  years  after 
the  return  was  filed. 

*  *  *  *  * 

Par.  102.  Section  301.6504  is  amended 
by  deleting  paragraph  (8),  by  revising 
paragraph  (3)  and  (9),  and  by  revising 
the  historical  note  to  read  ks  follows: 

§  301.6504  Statutory  provisions;  cross- 
references. 

Sec.  6504.  Cross-references.  *  *  * 

(3)  Change  of  election  with  respect  to 
the  standard  deduction  where  taxpayer  and 
his  spouse  make  separate  returns,  see  sec¬ 
tion  144(b). 

•  *  *  *  * 

(9)  Application  by  fiduciary  for  discharge 
from  personal  liability  for  estate  tax,  see  sec¬ 
tion  2204. 

*  *  *  •  » 

[Sec.  6504  as  amended  by  sec.  4(d),  Act  of 
Apr.  2,  1956  (Pub.  Law  466,  84th  Cong.,  70 
Stat.  91);  sec.  208(e)(5),  Highway  Rev.  Act 
1956  (70  Stat.  397);  sec.  84(b),  Technical 
Amendments  Act  1958  (72  Stat.  1664) ;  sec. 
112(d),  Rev.  Act  1964  (78  Stat.  24);  sec.  213 
(c).  Tax  Reform  Act  1969  (  83  Stat.  572);  sec. 
101(d)(2),  Excise,  Estate,  and  Gift  Tax  Ad¬ 
justment  Act  1970  (84  Stat.  1837)  ] 

Par.  103.  Section  301.6512  is  amended 
by  revising  so  much  of  section  6512(a) 
as  precedes  paragraph  (1)  thereof,  by 
revising  section  6512(b)(1),  and  by  re¬ 
vising  the  historical  note.  These  revised 
provisions  read  as  follows: 

§  301.6512  Statutory  provisions;  limita¬ 
tions  in  case  of  petition  to  Tax 
Court. 

Sec.  6512.  Limitations  in  case  of  petition 
of  Tax  Court — (a)  Effect  of  petition  of  Tax 
Court.  If  the  Secretary  or  his  delegate  has 
mailed  to  the  taxpayer  a  notice  of  deficiency 
under  section  6212(a)  (relating  to  defici¬ 
encies  of  income,  estate,  gift,  and  chapter  42 
taxes)  and  if  the  taxpayer  files  a  petition 
with  the  Tax  Court  within  the  time  pre¬ 
scribed  in  section  6213(a) ,  no  credit  or  refund 
of  Income  tax  for  the  same  taxable  year,  of 
gift  tax  for  the  same  calendar  year  or  calen¬ 
dar  quarter,  of  estate  tax  in  respect  of  the 
taxable  estate  of  the  same  decedent,  or  of 
tax  imposed  by  chapter  42  with  respect  to 
any  act  (or  failure  to  act)  to  which  such  peti¬ 
tion  relates,  in  respect  of  which  the  Secretary 
or  his  delegate  has  determined  the  deficiency 
shall  be  allowed  or  made  and  no  suit  by  the 


taxpayer  for  the  recovery  of  any  part  of  the 
tax  shall  be  instituted  in  any  court  except— 
•  •  •  •  • 

(b)  Overpayment  determined  by  Tax 
Court — (1)  Jurisdiction  to  determine.  Except 
as  provided  by  paragraph  (2)  and  by  sec¬ 
tion  7463,  if  the  Tax  Court  finds  that  there 
is  no  deficiency  and  further  finds  that  the 
taxpayer  has  made  an  overpayment  of  in¬ 
come  tax  for  the  same  taxable  year,  of  gift 
tax  for  the  same  calendar  year  or  calendar 
quarter,  of  estate  tax  in  respect  of  the  taxa¬ 
ble  estate  of  the  same  decedent,  or  of  tax 
imposed  by  chapter  42  with  respect  to  any 
act  (or  failure  to  act)  to  which  such  petition 
relates.  In  respect  of  which  the  Secretary  or 
his  delegate  determined  the  deficiency,  or 
finds  that  there  is  a  deficiency  but  that  the 
taxpayer  has  made  an  overpayment  of  such 
tax,  the  Tax  Court  shall  have  jurisdiction  to 
determine  the  amount  of  such  overpayment, 
and  such  amount  shall,  when  the  decision  of 
the  Tax  Court  has  become  final,  be  credited 
or  refunded  to  the  taxpayer. 

»  »  *  *  * 

[Sec.  6512  as  amended  by  sec.  4,  Act  of 
Oct.  23,  1962  (Public  Law  87-870,  76  Stat. 
1161);  'secs.  101(j),  960(b),  Tax  Reform  Act 

1969  (83  Stat.  526,  734);  sec.  102(d)(9),  Ex¬ 
cise,  Estate,  and  Gift  Tax  Adjustment  Act 

1970  (84  Stat.  1842)  ] 

Par.  104.  Section  301.6512-1  is  amended 
by  revising  paragraph  (a)(1),  and  by  re¬ 
vising  so  much  of  paragraph  (b)  as 
precedes  subparagraph  (1)  thereof. 
These  revised  provisions  read  as  follows : 

§  301.6512—1  Limitations  in  case  of  pe¬ 
tition  to  Tax  Court. 

(a)  Effect  of  petition  to  Tax  Court — 
(1)  General  rule.  If  a  person,  having  a 
right  to  file  a  petition  with  the  Tax  Court 
with  respect  to  a  deficiency  in  income, 
estate,  or  gift  tax  imposed  by  subtitle  A 
or  B  of  the  Code,  has  filed  such  petition 
within  the  time  prescribed  in  section 
6213(a),  no  credit  or  refund  of  income 
tax  for  the  same  taxable  year,  or  of  gift 
tax  for  the  same  calendar  year  or  calen¬ 
dar  quarter,  or  of  estate  tax  in  respect  of 
the  taxable  estate  of  the  same  decedent, 
in  respect  of  which  a  district  director  (or 
an  assistant  regional  commissioner,  ap¬ 
pellate)  has  determined  the  deficiency, 
shall  be  allowed  or  made,  and  no  suit  in 
any  court  for  the  recovery  of  any  part  of 
such  tax  shall  be  instituted  by  the  tax¬ 
payer,  except  as  to  items  set  forth  in 
subparagraph  (2)  of  this  paragraph. 

*  *  *  *  • 

(b)  Overpayment  determined  by  Tax 
Court.  If  the  Tax  Court  finds  that  there 
is  no  deficiency  and  further  finds  that 
the  taxpayer  has  made  an  overpayment 
of  income  tax  for  the  same  taxable  year, 
or  of  gift  tax  for  the  same  calendar  year 
or  calendar  quarter,  or  of  estate  tax  in 
respect  of  the  taxable  estate  of  the  same 
decedent,  in  respect  of  which  a  district 
director  (or  an  assistant  regional  com¬ 
missioner,  appellate)  has  determined  the 
deficiency,  or  finds  that  there  is  a  defi¬ 
ciency  but  that  the  taxpayer  has  made 
an  overpayment  of  such  tax,  the  over¬ 
payment  determined  by  the  Tax  Court 
shall  be  credited  or  refunded  to  the  tax¬ 
payer  when  the  decision  of  the  Tax  Court 
has  become  final.  (See  section  7481,  re¬ 
lating  to  the  date  when  Tax  Court  deci¬ 
sion  becomes  final.)  No  such  credit  or 
refund  shall  be  allowed  or  made  of  any 
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portion  of  the  tax  unless  the  Tax  Court 
determines  as  part  of  its  decision  that 
such  portion  was  paid — 

*  *  *  *  * 

Par.  104a.  Section  301.6601-1  Is 
amended  by  revising  paragraph  (b)(2) 
to  read  as  follows: 

§301.6601-1  Interest  on  underpay¬ 
ments. 

***** 

<b)  Exceptions  to  the  general 
rule —  *  *  * 

(2)  Time  for  payment  of  estate  tax 
extended  or  postponed.  In  the  case  of  an 
estate  tax — 

(i)  If  an  extension  of  time  has  been 
granted,  in  accordance  with  section 
6161(a»  (2)  or  section  6166,  for  paying 
any  portion  of  the  tax  shown  on  an  es¬ 
tate  tax  return,  or 

(ii)  If  the  time  for  payment  of  the 
portion  of  the  tax  attributable  to  a  re¬ 
versionary  or  remainder  interest  is  ex¬ 
tended  or  postponed  in  accordance  with 
the  provisions  of  section  6163, 

such  portion  shall  bear  interest  at  the 
rate  of  4  percent  per  annum  from  the 
expiration  of  9  months  (15  months,  if 
the  decedent  died  on  or  before  Decem¬ 
ber  31,  1970)  after  the  date  of  the  dece¬ 
dent's  death  to  the  date  of  the  expiration 
of  the  period  of  the  extension  or  post¬ 
ponement  or  to  the  date  on  which  pay¬ 
ment  is  received,  whichever  is  earlier.  If 
any  part  of  such  portion  is  paid  before 
the  date  of  the  expiration  of  the  period 
of  the  extension  or  postponement,  such 
part  shall  bear  interest  only  to  the  date 
on  which  payment  is  received.  If,  how¬ 
ever,  the  full  amount  of  the  tax  to  which 
the  extension  or  postponement  applies  is 
not  paid  on  or  before  the  date  of  the 
expiration  of  the  period  of  the  extension 
or  postponement,  the  unpaid  amount 
shall  bear  interest  at  the  rate  of  6  per¬ 
cent  per  annum  from  the  date  of  the 
expiration  of  the  period  of  the  extension 
or  postponement  to  the  date  on  which 
payment  is  received. 

***** 

Par.  105.  The  following  sections  are  in¬ 
serted  immediately  after  §  301.6904. 

§  301.6903  Statutory  provisions;  dis¬ 
charge  of  executor  from  personal  li¬ 
ability  for  decedent’s  income  and  gift 
taxes. 

(a)  Section  6905  as  added  by  section  101 
(e)  of  the  Excise,  Estate,  and  Gift  Tax  Ad¬ 
justment  Act  of  1970 : 

Sec.  6905.  Discharge  of  executor  from  per¬ 
sonal  liability  for  decedent’s  income  and  gift 
taxes — (a)  Discharge  of  liability.  In  the  case 
of  liability  of  a  decedent  for  taxes  imposed  by 
subtitle  A  or  by  chapter  12,  if  the  executor 
makes  written  application  (filed  after  the  re¬ 
turn  with  respect  to  such  taxes  is  made  and 
filed  in  such  manner  and  such  form  as  may 
be  prescribed  by  regulations  of  the  Secretary 
or  his  delegate)  for  release  from  personal  li¬ 
ability  for  such  taxes,  the  Secretary  or  his 
delegate  may  notify  the  executor  of  the 
amount  of  such  taxes.  The  executor,  upon 
payment  of  the  amount  of  which  he  is  noti¬ 
fied,  or  1  year  after  receipt  of  the  application 
if  no  notification  is  made  by  the  Secretary  or 
his  delegate  before  such' date,  shall  be  dis¬ 
charged  from  personal  liability  for  any  defi¬ 
ciency  in  such  tax  thereafter  found  to  be 


due  and  shall  be  entitled  to  a  receipt  or  writ¬ 
ing  showing  such  discharge. 

(b)  Definition  of  executor.  For  purposes 
of  this  section,  the  term  “executor”  means 
the  executor  or  administrator  of  the  dece¬ 
dent  appointed,  qualified,  and  acting  within 
the  United  States. 

(c)  Cross  reference.  For  discharge  of  exec¬ 
utor  from  personal  liability  fo.  taxes  imposed 
under  chapter  11,  see  section  2204. 

|Sec.  6905  as  added  by  sec.  101(e),  Excise, 
Estate,  and  Gift  Tax  Adjustment  Act  1970 
(84  Stat.  1837)  ] 

(b)  Section  101(f)  of  the  Excise.  Estate, 
and  Gift  Tax  Adjustment  Act  of  1970: 

(f)  Reduction  of  Period  for  Discharge  of 
Executor  from  Personal  Liability. — Effective 
with  respect  to  the  estates  of  decedents  dying 
after  December  31,  1973,  sections  2204  and 
6905  are  each  amended  by  striking  out  "1 
year”  and  inserting  in  lieu  thereof  “9 
months”. 

[Sec.  101(f),  Excise,  Estate,  and  Gift  Tax 
Adjustment  Act  1970  (  84  Stat.  1838)  J 

§  301.6903—1  Discharge  of  exeeulor 
from  poi>onaI  liability  for  decedent's 
income  and  gift  taxes. 

(a>  Discharge  of  liability.  With  re¬ 
spect  to  decedents  dying  after  December 
31.  1970,  the  executor  of  a  decedent’s  es¬ 
tate  may  make  written  application  to  the 
applicable  internal  revenue  officer  with 
whom  the  estate  tax  return  is  required 
to  be  filed,  as  provided  in  §  20.6091-1  of 
this  chapter,  for  a  determination  of  the 
income  or  gift  taxes  imposed  upon  the 
decedent  by  subtitle  A  or  by  chapter  12 
of  the  Code,  and  for  a  discharge  of  per¬ 
sonal  liability  therefrom.  If  no  estate  tax 
return  is  required  to  be  filed,  then  such 
application  should  be  filed  where  the  de¬ 
cedent’s  final  income  tax  return  is  re¬ 
quired  to  be  filed.  The  application  must 
be  filed  after  the  return  with  respect  to 
such  income  or  gift  taxes  is  filed.  With¬ 
in  9  months  (1  year  with  respect  to  the 
estate  of  a  decedent  dying  before  Janu¬ 
ary  1.  1974)  after  receipt  of  the  applica¬ 
tion,  the  executor  shall  be  notified  of  the 
amount  of  the  income  or  gift  tax  and, 
upon  payment  thereof,  he  will  be  dis¬ 
charged  from  personal  liability  for  any 
deficiency  in  income  or  gift  tax  there¬ 
after  found  to  be  due.  If  no  such  notifi¬ 
cation  is  received,  the  executor  is  dis¬ 
charged  at  the  end  of  such  9  month  (1 
year  with  respect  to  the  estate  of  a  de¬ 
cedent  dying  before  January  1,  1974) 
period  from  personal  liability  for  any  de¬ 
ficiency  thereafter  found  to  be  due.  The 
discharge  of  the  executor  under  this  sec¬ 
tion  from  personal  liability  applies  only 
to  him  in  his  personal  capacity  and  to  his 
personal  assets.  The  discharge  is  not  ap¬ 
plicable  to  his  liability  as  executor  to  the 
extent  of  the  assets  of  the  estate  in  his 
possession  or  control.  Further,  the  dis¬ 
charge  does  not  operate  as  a  release  of 
any  part  of  the  property  from  the  lien 
provided  under  section  6321  or  the  spe¬ 
cial  lien  provided  under  subsection  (a) 
or  (b)  of  section  6324. 

(b)  Definition  of  "executor”.  For  pur¬ 
poses  of  this  section,  the  term  “execu¬ 
tor”  means  the  executor  or  administra¬ 
tor  of  the  decedent  appointed,  qualified, 
and  acting  within  the  United  States. 

(c)  Cross  reference.  For  provisions 
concerning  the  discharge  of  the  executor 


from  personal  liability  for  estate  taxes 
imposed  by  chapter  11  of  the  Code,  see 
section  2204  and  the  regulations  there¬ 
under. 

[FR  Doc.72  22292  Filed  12-28-72;8:50  amj 


[T.D.  7241] 

PART  1— INCOME  TAX;  TAXABLE 

YEARS  BEGINNING  AFTER  DECEM¬ 
BER  31,  1953 

PART  53— FOUNDATION  EXCISE 
TAXES  • 

Definitions  and  Special  Rules 

On  April  3, 1971,  notice  of  proposed  rule 
making  with  respect  to  the  amendment 
of  the  Income  Tax  Regulations  (26  CFR 
Part  1)  and  the  Foundation  Excise  Tax 
Regulations  (26  CFR  Part  53)  under 
sections  507(d)(2)  and  4946  of  the  In¬ 
ternal  Revenue  Code  of  1954  (relating 
to  definitions  and  special  rules  for 
private  foundations)  to  reflect  the 
changes  made  by  section  101  of  the  Tax 
Reform  Act  of  1969  (83  Stat.  492)  was 
published  in  the  Federal  Register  (36 
F.R.  6429).  After  consideration  of  all 
such  relevant  matter  as  was  presented 
by  interested  persons  regarding  the  rules 
proposed,  the  amendment  of  the  regula¬ 
tions  as  proposed  is  hereby  adopted,  sub¬ 
ject  to  the  changes  set  forth  below: 

Paragraph  1.  Section  1.507-6,  as  set 
forth  in  paragraph  1  of  the  appendix  to 
the  notice  of  proposed  rule  making,  is 
changed  by  revising  paragraph  (a)(1) 
and  (c)(3).  These  revised  provisions 
read  as  set  forth  below. 

Par.  2.  There  is  inserted  immediately 
before  8  53.4946,  as  set  forth  in  paragraph 
2  of  the  appendix  to  the  notice  of  pro¬ 
posed  rule  making,  a  new  heading  for 
subpart  G,  as  set  forth  below. 

Par.  3.  Section  53.4946-1,  as  set  forth 
in  paragraph  2  of  the  appendix  to  the 
notice  of  proposed  rule  making,  is 
changed  by  revising  paragraph  (a)(1) 
(ii),  by  adding  new  subparagraphs  (5), 
(6),  (7),  and  (8)  to  paragraph  (a),  and 
by  revising  paragraphs  (d)(1)  and  (f). 
These  amended  and  added  provisions 
read  as  set  forth  below. 

(Sec.  7805,  Internal  Revenue  Code  of  1954, 
68A  Stat.  917;  26  U.S.C.  7805) 

[seal]  Johnnie  M.  Walters, 

Commissioner  of  Internal  Revenue. 

Approved:  December  26,  1972. 

Frederick  W.  Hickman, 

Assistant  Secretary 
of  the  Treasury. 

In  order  to  provide  Income  Tax  Reg¬ 
ulations  (26  CFR  Part  1)  and  Founda¬ 
tion  Excise  Tax  Regulations  (26  CFR 
Part  53)  under  sections  507(d)(2)  and 
4946  of  the  Internal  Revenue  Code  of 
1954  as  added  by  the  Tax  Reform  Act 
of  1969  (83  Stat.  515),  there  are  added 
the  following  regulations.  In  addition, 
temporary  Treasury  regulations  §§  143.4 
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(35  F.R.  4703  (1970))  and  143.3  (35  F.R. 
5468  (1970))  are  superseded. 

Paragraph  1.  There  is  inserted  where 
appropriate  in  Part  1  of  the  regulations 
the  following  new  section : 

§  1.507—6  Substantial  contributor  de¬ 
fined. 

(a)  Definition — (1)  In  general.  Except 
as  provided  in  subparagraph  (2)  of  this 
paragraph,  the  term  “substantial  con¬ 
tributor”  means,  with  respect  to  a  pri¬ 
vate  foundation,  any  person  (within  the 
meaning  of  section  7701(a)  (1) ) ,  whether 
or  not  exempt  from  taxation  under 
section  501(a),  who  contributed  or  be¬ 
queathed  an  aggregate  amount  of  more 
than  $5,000  to  the  private  foundation,  if 
such  amount  is  more  than  2  percent  of 
the  total  contributions  and  bequests  re¬ 
ceived  by  the  private  foundation  before 
the  close  of  the  taxable  year  of  the  pri¬ 
vate  foundation  in  which  a  contribution 
or  bequest  is  received  by  the  foundation 
from  such  person.  In  the  case  of  a  trust, 
the  term  “substantial  contributor”  also 
means  the  creator  of  the  trust.  Such 
term  does  not  include  a  governmental 
unit  described  in  section  170(c)(1). 

(2)  Special  rules.  For  purposes  of  sec¬ 
tions  170(b)  (l)(E)(iii),  507(d)(1), 

508(d),  509(a)  (1)  and  (3),  and  chapter 
42,  the  term  “substantial  contributor” 
shall  not  include  an  organization  which 
is  described  in  section  509(a)  (1),  (2), 
or  (3)  or  any  other  organization  which 
is  wholly  owned  by  such  section  509(a) 

(1),  (2),  or  (3)  organization.  Further¬ 
more,  taking  section  4941  (relating  to 
taxes  on  self-dealing)  in  context,  it 
would  unduly  restrict  the  activities  of 
private  foundations  if  the  term. “sub¬ 
stantial  contributor”  were  to  include  any 
section  501(c)(3)  organizations.  It  was 
not  intended,  for  example,  that  a  large 
grant  for  charitable  purposes  from  one 
private  foundation  to  another  would 
forever  preclude  the  latter  from  making 
any  grants  to,  or  otherwise  dealing  with, 
the  former.  Accordingly,  for  purposes 
of  section  4941  only,  the  term  “sub¬ 
stantial  contributor”  shall  not  only  in¬ 
clude  any  organization  which  is  described 
in  section  501(c)(3)  (other  than  an 
organization  described  in  section  509(c) 
(4)). 

(b)  Determination  of  substantial  con¬ 
tributor — (1)  In  general.  In  determining 
under  paragraph  (a)  of  this  section 
whether  the  aggregate  of  contributions 
and  bequests  from  a  person  exceeds  2 
percent  of  the  total  contributions  and 
bequests  received  by  a  private  founda¬ 
tion,  both  the  total  of  such  amounts  re¬ 
ceived  by  the  private  foundation,  and  the 
aggregate  of  such  amounts  contributed 
and  bequeathed  by  such  person,  shall  be 
determined  as  of  the  last  day  of  each 
taxable  year  commencing  with  the  first 
taxable  year  ending  after  October  9, 
1969.  Generally,  under  section  507(d)  (2) 
and  this  section,  except  for  purposes  of 
valuation  under  section  507(d)  (2)  (B)  (i) , 
all  contributions  and  bequests  m°de  be¬ 
fore  October  9,  1969,  are  deemed  to  have 
been  made  on  October  9,  1969.  For  pur¬ 
poses  of  section  509(a)  (2)  and  the  sup¬ 
port  test  described  in  §  1.509(a) -3(c), 
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contributions  and  bequests  before  Octo¬ 
ber  9,  1969,  will  be  taken  into  account 
in  the  year  when  actually  made.  For  ex¬ 
ample,  in  the  case  of  a  contribution  or 
bequest  of  $6,000  in  1967,  such  contri¬ 
bution  or  bequest  shall  be  treated  as 
made  by  a  substantial  contributor  in  1967 
for  purposes  of  section  509(a)(2)  and 
§  1.509(a)-3(c)  if  such  person  met  the 
$5,000 — 2  percent  test  as  of  December  31, 
1967,  and  December  31,  1969  (in  the  case 
of  a  calendar  year  accounting  period). 
Although  the  determination  of  the  per¬ 
centage  of  total  contributions  and  be¬ 
quests  represented  by  a  given  donor’s 
contributions  and  bequests  is  not  made 
until  the  end  of  the  foundation’s  taxable 
year,  a  donor  is  a  substantial  contributor 
as  of  the  first  date  when  the  foundation 
received  from  him  an  amount  sufficient 
to  make  him  a  substantial  contributor. 
Except  as  otherwise  provided  in  this 
subparagraph,  such  amount  is  treated 
for  all  purposes  as  made  by  a  sub¬ 
stantial  contributor.  Thus,  the  total 
contributions  and  bequests  received  by 
the  private  foundation  from  all  per¬ 
sons,  and  the  aggregate  contributions 
and  bequests  made  by  a  particular 
person,  are  to  be  determined  as  of 
December  31,  1969  (in  the  case  of  a 
calendar  year  organization  which  was  in 
existence  on  that  date) ,  and  the  amounts 
included  in  each  respective  total  would  be 
all  contributions  and  bequests  received 
by  the  organization  on  or  before  that 
date,  and  all  contributions  and  bequests 
made  by  the  person  on  or  before  that 
date.  Thereafter,  a  similar  determination 
is  to  be  made  with  respect  to  such  private 
foundation  as  of  the  end  of  each  of  its 
succeeding  taxable  years.  Status  as  a 
substantial  contributor,  however,  will 
date  from  the  time  when  the  donor  first 
met  the  $5,000  and  2  percent  test.  Once 
a  person  is  a  substantial  contributor  with 
respect  to  a  private  foundation,  he  re¬ 
mains  a  substantial  contributor  even 
though  he  might  not  be  so  classified  if  a 
determination  were  first  made  at  some 
later  date.  For  instance,  even  though  the 
aggregate  contributions  and  bequests  of 
a  person  become  less  than  2  percent  of 
the  total  received  by  a  private  foundation 
(for  example,  because  of  subsequent  con¬ 
tributions  and  bequests  by  other  per¬ 
sons)  ,  such  person  remains  a  substantial 
contributor  with  respect  to  the 
foundation. 

(2)  Examples.  The  provisions  of  para¬ 
graph  (a)  of  this  section  and  this  para¬ 
graph  (b)  may  be  illustrated  by  the 
following  examples: 

Example  (i) .  On  January  1,  1968,  A.  an  in¬ 
dividual,  gave  $4,500  to  M,  a  private  founda¬ 
tion  on  a  calendar  year  basis.  On  June  1, 
1969,  A  gave  M  the  further  sum  of  $1,500. 
Throughout  its  existence,  through  December 
31,  1969,  M  has  received  $250,000  in  contri¬ 
butions  and  bequests  from  all  sources.  As 
of  June  1,  1969,  A  is  a  substantial  contrib¬ 
utor  to  M  for  purposes  of  section  509(a)  (2). 

Example  (2).  On  September  9,  1966,  B,  an 
individual,  gave  $3,500  to  N,  a  private 
foundation  on  a  calendar  year  basis.  On 
March  15,  1970,  B  gave  N  the  further  sum 
of  $3,500.  Throughout  its  existence,  through 
December  31, 1970,  N  has  received  $200,000  in 
contributions  and  bequests  from  all  sources. 
B  is  a  substantial  contributor  to  N  as  of 
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March  15,  1970,  since  that  is  the  first  date  on 
which  his  contributions  met  the  2  percent- 
$5,000  test. 

Example  (3).  On  July  21,  1964,  X,  a  corpo¬ 
ration,  gave  $2,000  to  O,  a  private  founda¬ 
tion  on  a  calendar  year  basis.  As  of  Decem¬ 
ber  31,  1969,  O  had  received  $150,000  from 
all  sources.  On  September  17,  1970,  X  gave 
O  the  further  sum  of  $3,100.  Through  Sep¬ 
tember  17,  1970,  O  had  received  $245,000 
from  all  sources  as  total  contributions  and 
bequests.  Between  September  17,  1970,  and 
December  31,  1970,  however,  O  received 
$50,000  in  contributions  and  bequests  from 
others.  X  is  not  a  substantial  contributor 
to  O,  since  X's  contributions  to  O  were  not 
more  than  2  percent  of  the  total  contribu¬ 
tions  and  bequests  received  by  O  by  Decem¬ 
ber  31,  1970,  the  end  of  O’s  taxable  year,  even 
though  X's  contributions  met  that  test  at 
one  point  during  the  year. 

Example  (4).  On  September  16,  1970.  C, 
an  individual,  gave  $10,000  to  P,  a  private 
foundation  on  a  calendar  year  basis. 
Throughout  its  existence,  and  through  De¬ 
cember  31,  1970,  the  close  of  its  taxable  year, 
P  had  received  a  total  of  $100,000  in  con¬ 
tributions  and  bequests.  On  January  3.  1971, 
P  received  a  bequest  of  $1  million.  C  is  a 
substantial  contributor  to  P  since  he  was  a 
substantial  contributor  as  of  September  16, 
1970.  and  therefore  remains  one  even  though 
he  no  longer  meets  the  2-percent  test  on  a 
later  date  after  the  end  of  the  taxable  year 
of  the  foundation  in  which  he  first  became 
a  substantial  contributor. 

(c)  Special  rules — (1)  Contributions 
defined.  The  term  “contribution”  shall, 
for  purposes  of  section  507(d)(2),  have 
the  same  meaning  as  such  term  has 
under  section  170(c)  and  also  include 
bequests,  legacies,  devises,  and  transfers 
within  the  meaning  of  section  2055  or 
2106(a)  (2) .  Thus,  for  purposes  of  section 
507(d)(2),  any  payment  of  money  or 
transfer  of  property  without  adequate 
consideration  shall  be  considered  a  “con¬ 
tribution”.  Where  payment  is  made  or 
property  transferred  as  consideration 
for  admissions,  sales  of  merchandise, 
performance  of  services,  or  furnishing  of 
facilities  to  the  donor,  the  qualification 
of  all  or  any  part  of  such  payment  or 
transfer  as  a  contribution  under  section 
170(c)  shall  determine  whether  and  to 
what  extent  such  payment  or  transfer 
constitutes  a  “contribution”  under  sec¬ 
tion  507(d) (2). 

(2)  Valuation  of  contributions  and 
bequests.  Each  contribution  or  bequest  to 
a  private  foundation  shall  be  valued  at 
fair  market  value  when  actually  received 
by  the  private  foundation. 

(3)  Contributions  and  bequests  by  a 
spouse.  An  individual  shall  be  consid¬ 
ered,  for  purposes  of  this  section,  to  have 
made  all  contributions  and  bequests 
made  by  his  spouse  during  the  period  of 
their  marriage.  Thus,  for  example, 
where  W  contributed  $500,000  to  P,  a 
private  foundation,  in  1941  and  that 
amount  exceeded  2  percent  of  the  total 
contributions  received  by  P  as  of  the  end 
of  P’s  first  taxable  year  ending  after 
October  9,  1969,  H  (W’s  spouse  at  the 
time  of  the  1941  gift)  is  considered  to 
have  made  such  contribution  (even  if 
W  died  prior  to  October  9,  1969,  or  their 
marriage  was  otherwise  terminated 
prior  to  such  date).  Similarly,  any  be¬ 
quest  or  devise  shall  be  treated  as  having 
been  made  by  the  decedent’s  surviving 
spouse. 
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Subpart  G — Definitions  and  Special 
Rules 

§  33.4946  Statutory  provisions;  Defini¬ 
tions  and  special  rules. 

Sec.  4946.  Definitions  and  special  rules — 

(a)  Disqualified  person — (1)  In  general.  For 
purposes  of  this  chapter,  the  term  “disquali¬ 
fied  person”  means,  with  respect  to  a  private 
foundation,  a  person  who  is — 

(A)  A  substantial  contributor  to  the 
foundation, 

iB)  A  foundation  manager  (within  the 
meaning  of  subsection  (b)  (1) ), 

» C)  An  owner  of  more  than  20  percent  of — 

(i)  The  total  combined  voting  power  of  a 
corporation, 

(ii)  The  profits  interest  of  a  partnership, 
or 

(iii)  The  beneficial  interest  of  a  trust  or 
unincorporated  enterprise, 

which  is  a  substantial  contributor  to  the 
foundation, 

(D)  A  member  of  the  family  (as  defined 
in  subsection  (d))  of  any  individual  de¬ 
scribed  in  subparagraph  (A),  (B),  or  (C), 

(E)  A  corporation  of  which  persons  de¬ 
scribed  in  subparagraph  (A),  (B),  (C),  or 
(D)  own  more  than  35  percent  of  the  total 
combined  voting  power, 

(F)  A  partnership  in  which  persons  de¬ 
scribed  in  subparagraph  (A),  (B),  (C),  or 
(D)  own  more  than  35  percent  of  the  profits 
interest, 

(G)  A  trust  or  estate  in  which  persons 
described  in  subparagraph  (A),  (B),  (C), 
or  (D)  hold  more  than  35  percent  of  the 
beneficial  interest, 

(H)  Only  for  purposes  of  section  4943,  a 
private  foundation — 

(i)  Which  is  effectively  controlled  (di¬ 
rectly  or  indirectly)  by  the  same  person  or 
persons  who  control  the  private  foundation 
in  question,  or 

(ii)  Substantially  all  of  the  contributions 
to  which  were  made  (directly  or  indirectly) 
by  the  same  p>erson  or  persons  described  in 
subparagraph  (A),  (B),  or  (C),  or  members 
of  their  families  (within  the  meaning  of 
subsection  (d)),  who  made  (directly  or  in¬ 
directly)  substantially  all  of  the  contribu¬ 
tions  to  the  private  foundation  in  question, 
and 

(I)  Only  for  purposes  of  section  4941,  a 
government  official  (as  defined  in  subsection 
(c)). 

(2)  Substantial  contributors.  For  purposes 
of  paragraph  ( 1 ) ,  the  term  “substantial  con¬ 
tributor”  means  a  person  who  is  described 
in  section  507(d)  (2). 

(3)  Stockholdings.  For  purposes  of  para¬ 
graphs  (1)  (C)(1)  and  (1)  (E) ,  there  shall  be 
taken  into  account  indirect  stockholdings 
which  would  be  taken  into  account  under 
section  267(c),  except  that,  for  purposes  of 
this  paragraph,  section  267(c)(4)  shall  be 
treated  as  providing  that  the  members  of 
the  family  of  an  individual  are  the  members 
within  the  meaning  of  subsection  (d). 

(4)  Partnerships;  trusts.  For  purposes  of 
paragraphs  (1)  (C)  (ii)  and  (iii),  (1)  <F),and 
<  1)  (G) ,  the  ownership  of  profits  or  beneficial 
interests  shall  be  determined  in  accordance 
with  the  rules  for  constructive  ownership 
of  stock  provided  in  section  267(c)  (other 
than  paragraph  (3)  thereof) ,  except  that  sec¬ 
tion  267(c)(4)  shall  be  treated  as  providing 
that  the  members  of  the  family  of  an  in¬ 
dividual  are  the  members  within  the  mean¬ 
ing  of  subsection  (d) . 

(b)  Foundation  manager.  For  purposes  of 
this  chapter,  the  term  “foundation  man¬ 
ager”  means,  with  respect  to  any  private 
foundation — 

(1)  An  officer,  director,  or  trustee  of  a 
foundation  (or  an  individual  having  powers 
or  responsibilities  similar  to  those  of  of¬ 
ficers,  directors,  or  trustees  of  the  founda¬ 
tion),  and 
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(2)  With  respect  to  any  act  (or  failure 
to  act),  the  employees  of  the  foundation 
having  authority  or  responsibility  with  re¬ 
spect  to  such  act  (or  failure  to  act). 

(c)  Government  official.  For  purposes  of 
subsection  (a)  (1)  (I)  and  section  4941,  the 
term  “government  official”  means,  with  re¬ 
spect  to  an  act  of  self-dealing  described  in 
section  4941,  an  individual  who,  at  the  time 
of  such  act,  holds  any  of  the  following  of¬ 
fices  or  positions  (other  than  as  a  “special 
Government  employee”,  as  defined  in  section 
202(a)  of  title  18,  United  States  Code): 

(1)  An  elective  public  office  in  the  execu¬ 
tive  or  legislative  branch  of  the  Government 
of  the  United  States, 

(2)  An  office  in  the  executive  or  Judicial 
branch  of  the  Government  of  the  United 
States,  appointment  to  which  was  made  by 
the  President, 

(3)  A  position  in  the  executive,  legislative, 
or  judicial  branch  of  the  Government  of  the 
United  States — 

(A)  which  is  listed  in  schedule  C  of  rule 
VI  of  the  Civil  Service  Rules,  or 

(B)  the  compensation  for  which  is  equal 
to  or  greater  than  the  lowest  rate  of  com¬ 
pensation  prescribed  for  GS-16  of  the  Gen¬ 
eral  Schedule  under  section  5332  of  title  5, 
United  States  Code, 

(4)  a  position  under  the  House  of  Repre¬ 
sentatives  or  the  Senate  of  the  United  States 
held  by  an  individual  receiving  gross  com¬ 
pensation  at  an  annual  rate  of  $15,000  or 
more, 

(5)  an  elective  or  appointive  public  office 
in  the  executive,  legislative,  or  Judicial  branch 
of  the  government  of  a  State,  possession  of 
the  United  States,  or  political  subdivision 
or  other  area  of  any  of  the  foregoing,  or  of 
the  District  of  Columbia,  held  by  an  individ¬ 
ual  receiving  gross  compensation  at  an  an¬ 
nual  rate  of  $15,000  or  more,  or 

(6)  a  position  as  personal  or  executive 
assistant  or  secretary  to  any  of  the  foregoing. 

(d)  Members  of  family.  For  purposes  of 
subsection  (a)  (1),  the  family  of  any  individ¬ 
ual  shall  include  only  his  spouse,  ancestors, 
lineal  descendants,  and  spouses  of  lineal 
descendant. 

(Sec.  4946  as  added  by  Tax  Reform  Act  1969 
(83  Stat.  515)  ] 

§  53.4946—1  Definitions  and  special 
rules. 

(a)  Disqualified  person.  (1)  For  pur¬ 
poses  of  chapter  42  and  the  regulations 
thereunder,  the  following  are  disqualified 
persons  with  respect  to  a  private 
foundation — 

(i)  All  substantial  contributors  to  the 
foundation,  as  defined  in  section  507 
(d)(2)  and  the  regulations  thereunder, 

(ii)  All  foundation  managers  of  the 
foundation  as  defined  in  section  4946 

(b)(1)  and  paragraph  (f)(1)  (i)  of  this 
section, 

(iii)  An  owner  of  more  than  20  per¬ 
cent  of — 

(a)  The  total  combined  voting  power 
of  a  corporation, 

(b)  The  profits  interest  of  a  partner¬ 
ship, 

(c)  The  beneficial  interest  of  a  trust 
or  unincorporated  enterprise, 

which  is  (during  such  ownership)  a  sub¬ 
stantial  contributor  to  the  foundation, 
as  defined  in  section  507(d)  (2)  and  the 
regulations  thereunder, 

(iv)  A  member  of  the  family,  as  de¬ 
fined  in  section  4946(d)  and  paragraph 
(h)  of  this  section,  of  any  of  the  indi¬ 
viduals  described  in  subdivision  (i),  (ii), 
or  (iii)  of  this  subparagraph, 


(v)  A  corporation  of  which  more  than 
35  percent  of  the  total  combined  voting 
power  is  owned  by  persons  described  in 
subdivision  (i),  (ii),  (iii),  or  (iv)  of  this 
subparagraph, 

( vi )  A  partnership  of  which  more  than 
35  percent  of  the  profits  interest  is  owned 
by  persons  described  in  subdivision  (i) 
(ii),  (iii),  or  (iv)  of  this  subparagraph, 
and 

(vii)  A  trust,  estate,  or  unincorporated 
enterprise  of  which  more  than  35  per¬ 
cent  of  the  beneficial  interest  is  owned 
by  persons  described  in  subdivision  (i), 

(ii) ,  (iii),  or  (iv)  of  this  subparagraph. 

(2)  For  purposes  of  subparagraphs 
(1)  (iii)(b)  and  (vi)  of  this  paragraph, 
the  profits  interest  of  a  partner  shall  be 
equal  to  his  distributive  share  of  income 
of  the  partnership,  as  determined  under 
section  707(b)(3)  and  the  regulations 
thereunder  as  modified  by  section  4946 
(a) (4  > . 

(3)  For  purposes  of  subparagraph  (1) 

(iii)  (c)  and  < vii)  of  this  paragraph,  the 
beneficial  interest  in  an  unincorporated 
enterprise  (other  than  a  trust  or  estate) 
includes  any  right  to  receive  a  portion  of 
distributions  from  profits  of  such  enter¬ 
prise,  and,  if  the  portion  of  distributions 
is  not  fixed  by  an  agreement  among  the 
participants,  any  right  to  receive  a  por¬ 
tion  of  the  assets  (if  any)  upon  liquida¬ 
tion  of  the  enterprise,  except  as  a  credi¬ 
tor  or  employee.  For  purposes  of  this 
subparagraph,  a  right  to  receive  distribu¬ 
tions  of  profits  includes  a  right  to  receive 
any  amount  from  such  profits  other  than 
as  a  creditor  or  employee,  whether  as  a 
sum  certain  or  as  a  portion  of  profits 
realized  by  the  enterprise.  Where  there 
is  no  agreement  fixing  the  rights  of  the 
participants  in  such  enterprise,  the  frac¬ 
tion  of  the  respective  interests  of  each 
participant  in  such  enterprise  shall  be 
determined  by  dividing  the  amount  of 
all  investments  or  contributions  to  the 
capital  of  the  enterprise  made  or  obli¬ 
gated  to  be  made  by  such  participant  by 
the  amount  of  all  investments  or  con¬ 
tributions  to  capital  made  or  obligated  to 
be  made  by  all  of  them. 

(4)  For  purposes  of  subparagraph  (1) 
(iii)  (c)  and  (vii)  of  this  paragraph,  a 
person's  beneficial  interest  in  a  trust  shall 
be  determined  in  proportion  to  the  actu¬ 
arial  interest  of  such  person  in  the  trust. 

(5)  For  purposes  of  subparagraph  (1) 
(iii)  (a)  and  (v)  of  this  paragraph,  the 
term  “combined  voting  power”  includes 
voting  power  represented  by  holdings  of 
voting  stock,  actual  or  constructive 
(under  section  4946(a)(3)),  but  does 
not  include  voting  rights  held  only  as  a 
director  or  trustee. 

(6)  For  purposes  of  subparagraph  (1) 
(iii)  (a)  and  (v)  of  this  paragraph,  the 
term  “voting  power”  includes  outstand¬ 
ing  voting  power  and  does  not  include 
voting  power  obtainable  but  not  ob¬ 
tained,  such  as,  for  example,  voting 
power  obtainable  by  converting  securi¬ 
ties  or  nonvoting  stock  into  voting  stock 
or  by  exercising  warrants  or  options  to 
obtain  voting  stock,  and  voting  power 
which  will  vest  in  preferred  stockhold¬ 
ers  only  if  and  when  the  corporation  has 
failed  to  pay  preferred  dividends  for  a 
specified  period  of  time  or  has  otherwise 
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failed  to  meet  specified  requirements. 
Similarly,  for  purposes  of  subparagraph 

(1)  (iii)  (b)  and  (c),  (vi),  and  (vii)  of 
this  paragraph,  the  terms  “profits  in¬ 
terest”  and  “beneficial  interest”  include 
any  such  interest  that  is  outstanding, 
but  do  not  include  any  such  interest  that 
is  obtainable  but  has  not  been  obtained. 

(7)  For  purposes  of  sections  170(b) 
(1)  (E)  (iii) ,  507(d)(1),  508(d),  509(a) 
(1)  and  (3),  and  Chapter  42,  the  term 
“disqualified  person”  shall  not  include 
an  organization  which  is  described  in 
section  509(a)  (1),  (2),  or  (3),  or  any 
other  organization  which  is  wholly 
owned  by  such  section  509(a)  (1),  (2), 
or  (3)  organization. 

(8)  For  purposes  of  section  4941  only, 
the  term  “disqualified  person”  shall  not 
include  any  organization  which  is  de¬ 
scribed  in  section  501(c)  (3)  (other  than 
an  organization  described  in  section 
509(a) (4)). 

(b)  Section  4943.  (1)  For  purposes  of 
section  4943  only,  the  term  “disqualified 
person”  includes  a  private  foundation — 

(1)  Which  is  effectively  controlled 
(within  the  meaning  of  §  1.482-l(a)  (3) 
of  this  chapter),  directly  or  indirectly, 
by  the  same  person  or  persons  (other 
than  a  bank,  trust  company,  or  similar 
organization  acting  only  as  a  foundation 
manager)  who  control  the  private  foun¬ 
dation  in  question,  or 

( ii )  Substantially  all  the  contributions 
to  which  were  made,  directly  or  indirectly, 
by  persons  described  in  subdivision  (i), 
(ii),  (iii),  or  (iv)  of  paragraph  (a)  (1)  of 
this  section  who  made,  directly  or  in¬ 
directly,  substantially  all  of  the  contri¬ 
butions  to  the  private  foundation  in 
question. 

(2)  For  purposes  of  subparagraph  (1) 
(ii)  of  this  paragraph,  one  or  more  per¬ 
sons  will  be  considered  to  have  made  sub¬ 
stantially  all  of  the  contributions  to  a 
private  foundation,  if  such  persons  have 
contributed  or  bequeathed  at  least  85 
percent  (and  each  such  person  has  con¬ 
tributed  or  bequeathed  at  least  2  percent) 
of  the  total  contributions  and  bequests 
(within  the  meaning  of  section  507(d)  (2) 
and  the  regulations  thereunder)  which 
have  been  received  by  such  private  foun¬ 
dation  during  its  entire  existence. 

(3)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (1).  A,  a  private  foundation,  has 
a  board  of  directors  made  up  of  X,  Y,  Z,  M,  N, 
and  O.  Foundation  B’s  board  of  directors  is 
made  up  of  Y,  M,  N,  and  O.  The  board  of 
directors  in  each  case  has  plenary  power  to 
determine  the  manner  in  which  the  founda¬ 
tion  is  operated.  For  purposes  of  section  4943, 
foundation  A  is  a  disqualified  person  with 
respect  to  foundation  B,  and  foundation  B,  is 
a  disqualified  person  with  respect  to  foun¬ 
dation  A. 

Example  (2).  Private  foundation  A  has  re¬ 
ceived  contributions  of  $100,000  throughout 
its  existence:  $35,000  from  X,  $51,000  from  Y 
(who  is  X’s  father),  and  $14,000  from  Z  (an 
unrelated  person).  Private  foundation  B  has 
received  $100,000  in  contributions  during 
its  existence:  $50,000  from  X  and  $50,000 
from  W,  X’s  wife. 

For  purposes  of  section  4943,  private  founda¬ 
tion  A  is  a  disqualified  person  with  respect 
to  private  foundation  B,  and  private  founda- 
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tion  B  is  a  disqualified  person  with  respect 
to  private  foundation  A. 

(c)  Section  4941.  For  purposes  of  sec¬ 
tion  4941,  a  government  official,  as  de¬ 
fined  in  section  4946(c)  and  paragraph 
(g)  of  this  section,  is  a  disqualified 
person. 

(d)  Attribution  of  stockholdings.  (1) 
For  purposes  of  paragraph  (a)(1)  (iii) 
(a)  and  (v)  of  this  section,  indirect 
stockholdings  shall  be  taken  into  account 
under  section  267(c)  and  the  regulations 
thereunder.  However,  for  purposes  of 
this  paragraph — 

(1)  Section  267(c)  (4)  shall  be  treated 
as  though  it  provided  that  the  members 
of  the  family  of  an  individual  are  the 
members  within  the  meaning  of  section 
4946(d)  and  paragraph  (h)  of  this 
section;  and 

(ii)  Any  stockholdings  which  have 
been  counted  once  (whether  by  reason 
of  actual  or  constructive  ownership)  in 
applying  section  4946(a)  (1)  (E)  shall  not 
be  counted  a  second  time. 

For  purposes  of  paragraph  (a)(l)(v)  of 
this  section,  section  267(c)  shall  be  ap¬ 
plied  without  regard  to  section  267(c)  (3) , 
and  stock  constructively  owned  by  an  in¬ 
dividual  by  reason  of  the  application  of 
section  267(c)  (2)  shall  not  be  treated  as 
owned  by  him  if  he  is  described  in  section 
4946(a)(1)(D)  but  not  also  in  section 
4946  (a)(1)(A),  (B),  or  (C). 

(2)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples : 

Example  (1).  D  Is  a  substantial  contribu¬ 
tor  to  private  foundation  Y.  D  owns  20  per¬ 
cent  of  the  outstanding  stock  of  corporation 
P.  E,  D’s  wife,  owns  none  of  the  outstanding 
stock  of  P.  F,  E’s  father,  owns  10  percent  of 
the  outstanding  stock  of  P.  E  is  treated 
under  section  507(d)  (2)  as  a  substantial 
contributor  to  Y.  E  is  also  treated  under 
section  267(c)  (2)  as  owning  both  D's  20  per¬ 
cent  and  F’s  10  percent  of  P,  but  E  is  treated 
as  owning  nothing  for  purposes  of  section 
4946(a)  (1)  (E)  because  D’s  20  percent  and 
F’s  10  percent  have  already  been  taken  into 
account  once  (because  of  their  actual  owner¬ 
ship  of  the  stock  of  P)  for  such  purposes. 
Hence,  corporation  P  is  not  a  disqualified 
person  under  section  4946(a)(1)(E)  with 
respect  to  private  foundation  Y  because  per¬ 
sons  described  in  section  4946(a)(1)  (A), 
(B),  (C),  and  (D)  own  only  30  percent  of 
the  stock  of  P. 

Example  (2).  I,  a  substantial  contributor 
to  private  foundation  X,  is  the  son  of  J.  I 
owns  100  percent  of  the  stock  of  corporation 
R,  which  in  turn  owns  18  percent  of  the  stock 
of  corporation  S.  J  owns  18  percent  of  the 
stock  of  S.  I  constructively  owns  36  percent 
of  the  stock  of  S  (J’s  18  percent  plus  R's  18 
percent).  Both  J's  actual  holdings  and  R’s 
actual  holdings  are  counted  in  determining 
I’s  constructive  holdings  because  this  does 
not  result  in  counting  either  of  the  holdings 
more  than  once  for  purposes  of  section  4946 
(a)  (1)  (E).  Therefore,  S  is  a  disqualified  per¬ 
son  with  respect  to  private  foundation  X, 
since  I,  a  substantial  contributor,  construc¬ 
tively  owns  more  than  35  percent  of  S’s  stock. 

(e)  Attribution  of  profits  or  beneficial 
interests.  (1)  For  purposes  of  paragraph 
(a)  (1)  (iii)  (b),  (iii)  (c),  (vi),  and  (vii)  of 
this  section,  ownership  of  profits  or  bene¬ 
ficial  interests  shall  be  taken  into  account 
as  though  such  ownership  related  to 
stockholdings,  if  such  stockholdings 
would  be  taken  into  account  under  sec- 
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tion  267(c)  and  the  regulations  there¬ 
under,  except  that  section  267(c)(3) 
shall  not  apply  to  attribute  the  owner¬ 
ship  of  one  partner  to  another  solely  by 
reason  of  such  partner  relationship.  How¬ 
ever,  for  purposes  of  this  paragraph — 

(1)  Section  267(c)  (4)  shall  be  treated 
as  though  it  provided  that  the  members 
of  the  family  of  an  individual  are  the 
members  within  the  meaning  of  section 
4946(d)  and  paragraph  (h)  of  this  sec¬ 
tion;  and 

(iii)  Any  profits  interest  or  beneficial 
interest  which  has  been  counted  once 
(whether  by  reason  of  actual  or  con¬ 
structive  ownership)  in  applying  section 
4946(a)(1)  (F)  or  (G)  shall  not  be 
counted  a  second  time. 

For  purposes  of  paragraph  (a)(1)  (vi) 
and  (vii)  of  this  section,  profits  or  bene¬ 
ficial  interests  constructively  owned  by 
an  individual  by  reason  of  the  applica¬ 
tion  of  section  267(c)  (2)  shall  not  be 
treated  as  owned  by  him  if  he  is  described 
in  section  4946(a)  (1)  (D)  but  not  in  sec¬ 
tion  4946(a)(1)  (A),  (B)  or  (C). 

(2)  Example.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  example : 

Example.  Partnership  S  is  a  substantial 
contributor  to  private  foundation  X.  Trust 
T,  of  which  G  is  sole  beneficiary,  owns  12 
percent  of  the  profits  interest  of  S.  G's  hus¬ 
band,  H,  owns  10  percent  of  the  profits  inter¬ 
est  of  S.  H  is  a  disqualified  person  with 
respect  to  X  (under  section  4946(a)  (1)  (C) ) 
because  he  is  considered  to  own  22  percent 
of  the  profits  interest  of  S  (10  percent  actual 
ownership,  plus  G’s  12  percent  constructively 
under  section  267(c)  (2) ).  G  is  a  disqualified 
person  with  respect  to  X  (under  section  4946 
(a)  (1)  (C)  because  she  is  considered  to  own 
22  percent  of  the  profits  interest  of  S  (12 
percent  constructively  by  reason  of  her  bene¬ 
ficial  interest  in  trust  T,  plus  10  percent  con¬ 
structively  under  section  267(c)  (2)  by  reason 
of  being  a  member  of  the  family  of  H) . 

(f)  Foundation  manager.  (1)  For  pur¬ 
poses  of  chapter  42  and  the  regulations 
thereunder,  the  term  “foundation  man¬ 
ager”  means — 

(1)  An  officer,  director,  or  trustee  of 
a  foundation  (or  a  person  having  pow¬ 
ers  or  responsibilities  similar  to  those  of 
officers,  directors,  or  trustees  of  the 
foundation),  and 

(ii)  With  respect  to  any  act  or  failure 
to  act,  any  employee  of  the  foundation 
having  final  authority  or  responsibility 
(either  officially  or  effectively)  with  re¬ 
spect  to  such  act  or  failure  to  act. 

(2)  For  purposes  of  subparagraph  (1) 
(i)  of  this  paragraph,  a  person  shall  be 
considered  an  officer  of  a  foundation  if — 

(i)  He  is  specifically  so  designated 
under  the  certificate  of  incorporation, 
bylaws,  or  other  constitutive  documents 
of  the  foundation;  or 

(ii)  He  regularly  exercises  general  au¬ 
thority  to  make  administrative  or  policy 
decisions  on  behalf  of  the  foundation. 

With  respect  to  any  act  or  failure  to  act, 
any  person  described  in  subdivision  (ii) 
of  this  subparagraph  who  has  authority 
merely  to  recommend  particular  admin¬ 
istrative  or  policy  decisions,  but  not  to 
implement  them  without  approval  of  a 
superior,  is  not  an  officer.  Moreover,  such 
independent  contractors  as  attorneys. 
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accountants,  and  investment  managers 
and  advisers,  acting  in  their  capacities 
as  such,  are  not  officers  within  the  mean¬ 
ing  of  subparagraph  (1>  (i)  of  this  para¬ 
graph. 

<3)  For  purposes  of  subparagraph  (1) 

<  ii »  of  this  paragraph,  an  individual 
rendering  sendees  to  a  private  founda¬ 
tion  shall  be  considered  an  employee  of 
the  foundation  only  if  he  is  an  employee 
within  the  meaning  of  section  3121(d) 
(2). 

(4)  Since  the  definition  of  the  term 
“disqualified  person”  contained  in  sec¬ 
tion  4946<a)  (1)  (B)  incorporates  only  so 
much  of  the  definition  of  the  term 
“foundation  manager”  as  is  found  in 
section  4946(b)(1)  and  subparagraph 

(1)  (i)  of  this  paragraph,  any  references, 
in  section  4946  and  this  section,  to  “dis¬ 
qualified  persons”  do  not  constitute  ref¬ 
erences  to  persons  who  are  “foundation 
managers”  solely  by  reason  of  the  defi¬ 
nition  of  that  term  contained  in  section 
4946(b)(2)  and  subparagraph  ( 1)  (ii)  of 
this  paragraph. 

(g)  Government  official — (1)  In  gen¬ 
eral.  Except  as  provided  in  subparagraph 
(3)  of  this  paragraph,  for  purposes  of 
section  4941  and  paragraph  (c)  of  this 
section,  the  term  “government  official” 
means,  with  respect  to  an  act  of  self- 
dealing  described  in  section  4941,  an  in¬ 
dividual  who,  at  the  time  of  such  act,  is 
described  in  subdivision  (i),  (ii),  (iii), 
(iv),  or  (v)  of  this  subparagraph  (other 
than  a  “special  Government  employee” 
as  defined  in  18  U.S.C.  202(a) ) : 

(i)  (a)  An  individual  who  holds  an 
elective  public  office  in  the  executive  or 
legislative  branch  of  the  Government  of 
the  United  States. 

<b)  An  individual  who  holds  an  office 
in  the  executive  or  judicial  branch  of 
the  Government  of  the  United  States, 
appointment  to  which  was  made  by  the 
President. 

(ii)  An  individual  who  holds  a  posi¬ 
tion  in  the  executive,  legislative  or  ju¬ 
dicial  branch  of  the  Government  of  the 
United  States — 

(a)  Which  is  listed  in  schedule  C  of 
rule  VI  of  the  Civil  Service  Rules,  or 

(b)  The  compensation  for  which  is 
equal  to  or  greater  than  the  lowest  rate 
prescribed  for  GS-16  of  the  General 
Schedule  under  5  U.S.C.  5332. 

(iii)  An  individual  who  holds  a  posi¬ 
tion  under  the  House  of  Representatives 
or  the  Senate  of  the  United  States,  as 
an  employee  of  either  of  such  bodies, 
who  receives  gross  compensation  there¬ 
from  at  an  annual  rate  of  $15,000  or 
more. 

(iv)  The  holder  of  an  elective  or  ap¬ 
pointive  public  office  in  the  executive, 
legislative,  or  judicial  branch  of  the 
government  of  a  State,  possession  of 
the  United  States,  or  political  subdivi¬ 
sion  or  other  area  of  any  of  the  forego¬ 
ing,  or  of  the  District  of  Columbia,  for 
which  the  gross  compensation  is  at  an 
annual  rate  of  $15,000  or  more,  w’ho  is 
described  in  subparagraph  (2)  of  this 
paragraph. 

(v)  The  holder  of  a  position  as  per¬ 
sonal  or  executive  assistant  or  secretary 
to  any  individual  described  in  subdivi- 
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sion  (i),  (ii),  (iii),  or  (iv)  of  this 
subparagraph. 

(2)  Public  office — (i)  Definition.  In 
defining  the  term  “public  office”  for  pur¬ 
poses  of  section  4946(c)  (5)  and  subpara¬ 
graph  (l)(iv)  of  this  paragraph,  suen 
term  must  be  distinguished  from  mere 
public  employment.  Although  holding  a 
public  office  is  one  form  of  public  em¬ 
ployment,  not  every  position  in  the  em¬ 
ploy  of  a  State  or  other  governmental 
subdivision  (as  described  in  section  4946 

(c)  (5) )  constitutes  a  “public  office”.  Al¬ 
though  a  determination  whether  a  public 
employee  holds  a  public  office  depends 
on  the  facts  and  circumstances  of  the 
case,  the  essential  element  is  whether  a 
significant  part  of  the  activities  of  a 
public  employee  is  the  independent  per¬ 
formance  of  policymaking  functions.  In 
applying  this  subparagraph,  several  fac¬ 
tors  may  be  considered  as  indications 
that  a  position  in  the  executive,  legisla¬ 
tive,  or  judicial  branch  of  the  govern¬ 
ment  of  a  State,  possession  of  the  United 
States,  or  political  subdivision  or  other 
area  of  any  of  the  foregoing,  or  of  the 
District  of  Columbia,  constitutes  a  “pub¬ 
lic  office”.  Among  such  factors  to  be  con¬ 
sidered  in  addition  to  that  set  forth 
above,  are  that  the  office  is  created  by 
the  Congress,  a  State  constitution,  or  the 
State  legislature,  or  by  a  municipality 
or  other  governmental  body  pursuant  to 
authority  conferred  by  the  Congress, 
State  constitution,  or  State  legislature, 
and  the  powders  conferred  on  the  office 
and  the  duties  to  be  discharged  by  such 
office  are  defined  either  directly  or  indi¬ 
rectly  by  the  Congress,  State  constitu¬ 
tion,  or  State  legislature,  or  through  leg¬ 
islative  authority. 

(ii)  Illustrations.  The  following  are 
illustrations  of  positions  of  public  em¬ 
ployment  which  do  not  involve  policy¬ 
making  functions  within  the  meaning  of 
subdivision  (i)  of  this  subparagraph  and 
which  are  thus  not  a  “public  office”  for 
purposes  of  section  4946(c)(5)  and  sub- 
paragraph  (1)  (iv)  of  this  paragraph: 

(a)  The  chancellor,  president,  provost, 
dean,  and  other  officers  of  a  State  univer¬ 
sity  who  are  appointed,  elected,  or  other¬ 
wise  hired  by  a  State  Board  of  Regents 
or  equivalent  public  body  and  who  are 
subject  to  the  direction  and  supervision 
of  such  body; 

(b)  Professors,  instructors,  and  other 
members  of  the  faculty  of  a  State  educa¬ 
tional  institution  who  are  appointed, 
elected,  or  otherwise  hired  by  the  officers 
of  the  institution  or  by  the  State  Board 
of  Regents  or  equivalent  public  body; 

(c)  The  superintendent  of  public 
schools  and  other  public  school  officials 
who  are  appointed,  elected,  or  otherwise 
hired  by  a  Board  of  Education  or  equiva¬ 
lent  public  body  and  who  are  subject  to 
the  direction  and  supervision  of  such 
body; 

( d )  Public  school  teachers  who  are 
appointed,  elected,  or  otherwise  hired  by 
the  superintendent  of  public  schools  or 
by  a  Board  of  Education  or  equivalent 
public  body; 

(e)  Physicians,  nurses,  and  other  pro¬ 
fessional  persons  associated  with  public 
hospitals  and  State  boards  of  health  who 


are  appointed,  elected,  or  otherwise  hired 
by  the  governing  board  or  officers  of 
such  hospitals  or  agencies;  and 

(/)  Members  of  police  and  fire  depart¬ 
ments,  except  for  those  department 
heads  who,  under  the  facts  and  circum¬ 
stances  of  the  case,  independently  per¬ 
form  policymaking  functions  as  a  signifi¬ 
cant  part  of  their  activities. 

(3)  Certain  government  officials  on 
leave  of  absence.  For  purposes  of  this 
paragraph,  an  individual  who  is  other¬ 
wise  described  in  section  4946(c)  and  this 
paragraph  who  was  on  leave  of  absence 
without  pay  on  December  31,  1969,  from 
his  position  or  office  pursuant  to  a  com¬ 
mitment  entered  into  on  or  before  such 
date  to  engage  in  certain  activities  for 
which  he  is  paid  by  one  or  more  private 
foundations,  is  not  to  be  treated  as  hold¬ 
ing  such  position  or  office  for  any  con¬ 
tinuous  period  after  December  31,  1969, 
and  prior  to  January  1,  1971,  during 
which  such  individual  remains  on  leave 
of  absence  to  engage  in  the  same  activi¬ 
ties  for  wrhich  he  is  paid  by  such  founda¬ 
tions.  For  purposes  of  this  subparagraph, 
a  commitment  is  considered  entered  into 
on  or  before  December  31,  1969,  if  on  or 
before  such  date,  the  amount  and  nature 
of  the  payments  to  be  made  and  the 
name  of  the  individual  receiving  such 
payments  were  entered  on  the  records  of 
the  payor,  or  were  otherwise  adequately 
evidenced,  or  the  notice  of  the  payment 
to  be  received  was  communicated  to  the 
payee  orally  or  in  writing. 

(h)  Members  of  the  family.  For  pur¬ 
poses  of  this  section,  the  members  of  the 
family  of  an  individual  include  only — 

(1)  His  spouse, 

(2)  His  ancestors, 

(3)  His  lineal  descendants,  and 

(4)  Spouses  of  his  lineal  descendants. 

For  example,  a  brother  or  sister  of  an 
individual  is  not  a  member  of  his  family 
for  purposes  of  this  section.  However,  for 
example,  the  wife  of  a  grandchild  of  an 
individual  is  a  member  of  his  family  for 
such  purposes.  For  purposes  of  this  para¬ 
graph,  a  legally  adopted  child  of  an  indi¬ 
vidual  shall  be  treated  as  a  child  of  such 
individual  by  blood. 

|FR  Doc.72-22153  FUed  12-28  72; 8: 51  am] 
[T.D.  72401 

PART  53— FOUNDATION  EXCISE 
TAXES 

Taxes  on  Investments  Which 
Jeopardize  Charitable  Purpose 

On  June  24,  1971,  notice  of  proposed 
rule  making  with  respect  to  the  amend¬ 
ment  of  the  Foundation  Excise  Tax  Reg¬ 
ulations  (26  CFR  Part  53)  under  section 
4944  of  the  Internal  Revenue  Code  of 
1954  (relating  to  taxes  on  investments 
which  jeopardize  the  exempt  purposes 
of  private  foundations)  to  reflect  the 
changes  made  by  section  101(b)  of  the 
Tax  Reform  Act  of  1969  (83  Stat.  498) 
wras  published  in  the  Federal  Register 
(36  F.R.  12025).  After  consideration  of 
all  such  relevant  matter  as  was  pre¬ 
sented  by  interested  persons  regarding 
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the  rules  proposed,  the  amendment  of 
the  regulations  as  proposed  is  hereby 
adopted,  subject  to  the  changes  set  forth 
below: 

Paragraph  1.  Section  53.4944-1,  as  set 
forth  in  the  notice  of  proposed  rule  mak¬ 
ing  is  changed  by  revising  paragraph  (a) 
(2)  (1) ,  adding  subdivision  (iv)  to  para¬ 
graph  (a)  (2),  revising  paragraph  (b)  (2) 
(i),  (ii),  (iii),  (v),  and  (vi),  and  by  re¬ 
vising  Examples  (1)  and  (2)  of  para¬ 
graph  (c)  to  read  as  set  forth  below. 

Par.  2.  Section  53.4944-3,  as  set  forth 
in  the  notice  of  proposed  rule  making, 
is  changed  by  adding  a  new  subdivision 
(iv)  to  paragraph  (a)(2),  by  revising 
paragraph  (a)(3)(i),  by  deleting  para¬ 
graph  (b)  and  redesignating  paragraph 
(c)  as  paragraph  (b),  by  revising  Exam¬ 
ples  (1),  (3),  (5),  and  (6)  of  new  para¬ 
graph  (b),  and  by  adding  new  Examples 
(9)  and  (10)  to  new  paragraph  (b). 
These  amended  and  added  provisions 
read  as  set  forth  below. 

Par.  3.  Paragraph  (b)  of  §  53.4944-4, 
as  set  forth  in  the  notice  of  proposed  rule 
making,  is  changed  to  read  as  set  forth 
below. 

(Sec,  7805,  Internal  Revenue  Code  of  1954, 
68A  Stat.  917;  26  U.S.C.  7805) 

[seal!  Johnnie  M.  Walters, 

Commissioner  of  Internal  Revenue. 

Approved:  December  26, 1972. 

Frederic  W.  Hickman, 

Assistant  Secretary  of 
the  Treasury. 

Subpart  E — Taxes  on  Investments 

Which  Jeopardize  Charitable  Pur¬ 
pose 

§  53.4944  Statutory  provisions;  private 
foundations;  taxes  on  investments 
which  jeopardize  charitable  purpose. 

Sec.  4944.  Taxes  on  investments  which 
jeopardise  charitable  purpose — (a)  Initial 
taxes — (I)  On  the  private  foundation.  It  a 
private  foundation  Invests  any  amount  In 
such  a  manner  as  to  jeopardize  the  carry¬ 
ing  out  of  any  of  Its  exempt  purposes,  there 
is  hereby  Imposed  on  the  making  of  such 
Investment  a  tax  equal  to  5  percent  of  the 
amount  so  Invested  for  each  year  (or  part 
thereof)  In  the  taxable  period.  The  tax  Im¬ 
posed  by  this  paragraph  shall  be  paid  by 
the  private  foundation. 

(2)  On  the  management.  In  any  case  in 
which  a  tax  is  imposed  by  paragraph  (1), 
there  is  hereby  imposed  on  the  participa¬ 
tion  of  any  foundation  manager  in  the  mak¬ 
ing  of  the  investment,  knowing  that  it  is 
Jeopardizing  the  carrying  out  of  any  of  the 
foundation’s  exempt  purposes,  a  tax  equal 
to  5  percent  of  the  amount  so  invested  for 
each  year  (or  part  thereof)  in  the  taxable 
period,  unless  such  participation  is  not  will¬ 
ful  and  is  due  to  reasonable  cause.  The  tax 
imposed  by  this  paragraph  shall  be  paid  by 
any  foundation  manager  who  participated 
in  the  making  of  the  investment. 

(b)  Additional  taxes — (1)  On  the  founda¬ 
tion.  In  any  case  in  which  an  initial  tax  is 
imposed  by  subsection  (a)(1)  on  the  making 
of  an  investment  and  such  investment  is  not 
removed  from  Jeopardy  within  the  correction 
period,  there  is  hereby  imposed  a  tax  equal 
to  25  percent  of  the  amount  of  the  invest¬ 
ment.  The  tax  imposed  by  this  paragraph 
shall  be  paid  by  the  private  foundation. 
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(2)  On  the  management.  In  any  case  in 
which  an  additional  tax  is  imposed  by  para¬ 
graph  (1),  if  a  foundation  manager  refused 
to  agree  to  part  or  all  of  the  removal  from 
jeopardy,  there  is  hereby  imposed  a  tax 
equal  to  5  percent  of  the  amount  of  the 
investment.  The  tax  imposed  by  this  para¬ 
graph  shall  be  paid  by  any  foundation  mana¬ 
ger  who  refused  to  agree  to  part  or  all  of 
the  removal  from  Jeopardy. 

(c)  Exception  for  program-related  invest¬ 
ments.  For  purposes  of  this  section,  invest¬ 
ments,  the  primary  purpose  of  which  is  to 
accomplish  one  or  more  of  the  purposes  de¬ 
scribed  in  section  170(c)(2)(B),  and  no 
significant  purpose  of  which  is  the  produc¬ 
tion  of  income  or  the  appreciation  of  prop¬ 
erty,  shall  not  be  considered  as  investments 
which  Jeopardize  the  carrying  out  of  exempt 
purposes. 

(d)  Special  rules.  For  purposes  of  subsec¬ 
tions  (a)  and  (b) — 

(1)  Joint  and  several  liability.  If  more 
than  one  person  is  liable  under  subsection 
(a)(2)  or  (b)(2)  with  respect  to  any  one 
investment,  all  such  persons  shall  be  jointly 
and  severally  liable  under  such  paragraph 
with  respect  to  such  investment. 

(2)  Limit  for  management.  With  respect 
to  any  one  investment,  the  maximum 
amount  of  the  tax  imposed  by  subsection 
(a)  (2)  shall  not  exceed  $5,000,  and  the  maxi¬ 
mum  amount  of  the  tax  Imposed  by  subsec¬ 
tion  (b)  (2)  shall  not  exceed  $10,000. 

(e)  Definitions.  For  purposes  of  this 
section — 

(1)  Taxable  period.  The  term  “taxable 
period”  means,  with  respect  to  any  invest¬ 
ment  which  Jeopardizes  the  carrying  out  of 
exempt  purposes,  the  period  beginning  with 
the  date  on  which  the  amount  is  so  in¬ 
vested  and  ending  on  whichever  of  the  fol¬ 
lowing  is  the  earlier:  (A)  The  date  of  mailing 
of  a  notice  of  deficiency  with  respect  to  the 
tax  imposed  by  subsection  (a)(1)  under  sec¬ 
tion  6212;  or  (B)  the  date  on  which  the 
amount  so  invested  is  removed  from 
jeopardy. 

(2)  Removal  from  jeopardy.  An  investment 
which  Jeopardizes  the  carrying  out  of  exempt 
purposes  shall  be  considered  to  be  removed 
from  Jeopardy  when  such  investment  is  sold 
or  otherwise  disposed  of,  and  the  proceeds 
of  such  sale  or  other  disposition  are  not 
investments  which  Jeopardize  the  carrying 
out  of  exempt  purposes. 

(3)  Correction  period.  The  term  “correc¬ 
tion  period”  means,  with  respect  to  any  in¬ 
vestment  which  Jeopardizes  the  carrying  out 
of  exempt  purposes,  the  period  beginning 
with  the  date  on  which  such  investment  is 
entered  into  and  ending  90  days  after  the 
mailing  of  a  notice  of  deficiency  with  respect 
to  the  tax  imposed  by  subsection  (b)(1) 
under  section  6212,  extended  by — 

(A)  Any  period  in  which  a  deficiency  can¬ 
not  be  assessed  under  section  6213(a),  and 

(B)  Any  other  period  which  the  Secretary 
or  his  delegate  determines  is  reasonable  and 
necessary  to  bring  about  removal  from 
Jeopardy. 

[Sec.  4944  as  added  by  sec.  101(b),  Tax 
Reform  Act  1969  (83  Stat.  498)  ] 

§  53.4944—1  Initial  taxes. 

(a)  On  the  private  foundation — (1)  In 
general.  If  a  private  foundation  (as  de¬ 
fined  in  section  509)  invests  any  amount 
in  such  a  manner  as  to  jeopardize  the 
carrying  out  of  any  of  its  exempt  pur¬ 
poses,  section  4944(a)(1)  of  the  Code  im¬ 
poses  an  excise  tax  on  the  making  of 
such  investment.  This  tax  is  to  be  paid 
by  the  private  foundation  and  is  at  the 
rate  of  5  percent  of  the  amount  so  in¬ 
vested  for  each  taxable  year  (or  part 
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thereof)  in  the  taxable  period  (as  defined 
in  section  4944(e)  (1) ).  The  tax  imposed 
by  section  4944(a)  (1)  and  this  paragraph 
shall  apply  to  investments  of  either  in¬ 
come  or  principal. 

(2)  Jeopardizing  investments,  (i)  Ex¬ 
cept  as  provided  in  section  4944(c), 
§  53.4944-3,  §  53.4944-6  (a) ,  and  subdivi¬ 
sion  (ii)  of  this  subparagraph,  an  invest¬ 
ment  shall  be  considered  to  jeopardize 
the  carrying  out  of  the  exempt  purposes 
of  a  private  foundation  if  it  is  determined 
that  the  foundation  managers,  in  making 
such  investment,  have  failed  to  exercise 
ordinary  business  care  and  prudence, 
under  the  facts  and  circumstances  pre¬ 
vailing  at  the  time  of  making  the  invest¬ 
ment,  in  providing  for  the  long-  and 
short-term  financial  needs  of  the  founda¬ 
tion  to  carry  out  its  exempt  purposes.  In 
the  exercise  of  the  requisite  standard  of 
care  and  prudence  the  foundation  man¬ 
agers  may  take  into  account  the  expected 
return  (including  both  income  and  ap¬ 
preciation  of  capital),  the  risks  of  rising 
and  falling  price  levels,  and  the  need  for 
diversification  within  the  investment 
portfolio  (for  example,  with  respect  to 
type  of  security,  type  of  industry,  matu¬ 
rity  of  company,  degree  of  risk  and  po¬ 
tential  for  return).  The  determination 
whether  the  investment  of  a  particular 
amount  jeopardizes  the  carrying  out  of 
the  exempt  purposes  of  a  foundation 
shall  be  made  on  an  investment  by  in¬ 
vestment  basis,  in  each  case  taking  into 
account  the  foundation’s  portfolio  as  a 
whole.  No  category  of  investments  shall 
be  treated  as  a  per  se  violation  of  sec¬ 
tion  4944.  However,  the  following  are  ex¬ 
amples  of  types  or  methods  of  investment 
which  will  be  closely  scrutinized  to  deter¬ 
mine  whether  the  foundation  managers 
have  met  the  requisite  standard  of  care 
and  prudence:  Trading  in  securities  on 
margin,  trading  in  commodity  futures, 
investments  in  working  interests  in  oil 
and  gas  wells,  the  purchase  of  “puts,” 
“calls,”  and  “straddles,”  the  purchase  of 
warrants,  and  selling  short.  The  deter¬ 
mination  whether  the  investment  of  any 
amount  jeopardizes  the  carrying  out  of  a 
foundation’s  exempt  purposes  is  to  be 
made  as  of  the  time  that  the  foundation 
makes  the  investment  and  not  subse¬ 
quently  on  the  basis  of  hindsight.  There¬ 
fore,  once  it  has  been  ascertained  that 
an  investment  does  not  jeopardize  the 
carrying  out  of  a  foundation’s  exempt 
purposes,  the  investment  shall  never  be 
considered  to  jeopardize  the  carrying  out 
of  such  purposes,  even  though,  as  a  re¬ 
sult  of  such  investment,  the  foundation 
subsequently  realizes  a  loss.  The  provi¬ 
sions  of  section  4944  and  the  regulations 
thereunder  shall  not  exempt  or  relieve 
any  person  from  compliance  with  any 
Federal  or  State  law  imposing  any  obli¬ 
gation,  duty,  responsibility,  or  other 
standard  of  conduct  with  respect  to  the 
operation  or  administration  of  an  or¬ 
ganization  or  trust  to  which  section  4944 
applies.  Nor  Shall  any  State  law  exempt 
or  relieve  any  person  from  any  obliga¬ 
tion,  duty,  responsibility,  or  other  stand¬ 
ard  of  conduct  provided  in  section  4944 
and  the  regulations  thereunder. 
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(ii)  (a)  Section  4944  shall  not  apply 
to  an  investment  made  by  any  person 
which  is  later  gratuitously  transferred 
to  a  private  foundation.  If  such  founda¬ 
tion  furnishes  any  consideration  to  such 
person  upon  the  transfer,  the  founda¬ 
tion  will  be  treated  as  having  made  an 
investment  (within  the  meaning  of  sec¬ 
tion  4944  (a)(1))  in  the  amount  of  such 
consideration. 

(b)  Section  4944  shall  not  apply  to  an 
investment  which  is  acquired  by  a  private 
foundation  solely  as  a  result  of  a  cor¬ 
porate  reorganization  within  the  mean¬ 
ing  of  section  368(ai. 

(iii)  For  purposes  of  section  4944,  a 
private  foundation  which,  after  Decem¬ 
ber  31,  1969,  changes  the  form  or  terms 
of  an  investment  (regardless  of  whether 
subdivision  (ii)  of  this  subparagraph  ap¬ 
plies  to  such  investment),  will  be  con¬ 
sidered  to  have  entered  into  a  new  in¬ 
vestment  on  the  date  of  such  change, 
except  as  provided  in  subdivision  (ii)  (b) 
of  this  subparagraph.  Accordingly,  a  de¬ 
termination,  under  subdivision  <i)  of  this 
subparagraph,  whether  such  change  in 
the  investment  jeopardizes  the  carrying 
out  of  the  foundation’s  exempt  purposes 
shall  be  made  at  such  time. 

<iv)  It  is  not  intended  that  the  taxes 
imposed  under  chapter  42  be  exclusive. 
For  example,  if  a  foundation  purchases 
a  sole  proprietorship  in  a  business  enter¬ 
prise  within  the  meaning  of  section  4943 
(d)(4),  in  addition  to  tax  under  section 
4943,  the  foundation  may  be  liable  for 
tax  under  section  4944  if  the  investment 
jeopardizes  the  carrying  out  of  any  of  its 
exempt  purposes. 

(b)  On  the  management — (1)  In  gen¬ 
eral.  In  any  case  in  which  a  tax  is  im¬ 
posed  by  section  4944(a)(1)  and  para¬ 
graph  (a)  of  this  section,  section  4944 
(a)(2)  of  the  Code  imposes  on  the  par¬ 
ticipation  of  any  foundation  manager  in 
the  making  of  the  investment,  knowing 
that  it  is  jeopardizing  the  carrying  out 
of  any  of  the  foundation’s  exempt  pur¬ 
poses,  a  tax  equal  to  5  percent  of  the 
amount  so  invested  for  each  taxable  year 
of  the  foundation  (or  part  thereof)  in  the 
taxable  period  (as  defined  in  section 
4944(e)  (1) ),  subject  to  the  provisions  of 
section  4944(d)  and  I  53.4944-4,  unless 
such  participation  is  not  willful  and  is 
due  to  reasonable  cause.  The  tax  imposed 
under  section  4944(a)(2)  shall  be  paid 
by  the  foundation  manager. 

(2)  Definitions  and  special  rules — (i) 
Knowing.  For  purposes  of  section  4944,  a 
foundation  manager  shall  be  considered 
to  have  participated  in  the  making  of 
an  investment  “knowing"  that  it  is  jeop¬ 
ardizing  the  carrying  out  of  any  of  the 
foundation’s  exempt  purposes  only  if  he 
has  actual  knowledge  that  it  is  a  jeop¬ 
ardizing  investment  under  paragraph 
<a)  (2)  of  this  section.  Actual  knowledge 
will  ordinarily  exist  if  a  foundation  man¬ 
ager  knows  sufficient  facts  so  that,  based 
solely  upon  such  facts,  such  investment 
would  be  a  jeopardizing  investment,  and 
the  foundation  manager  is  generally 
aware  that  such  an  investment  under 
these  circumstances  might  be  inconsist¬ 
ent  with  the  law  governing  foundations. 
For  purposes  of  this  part  and  chapter  42 
the  term  "knowledge”  does  not  mean 
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"have  reason  to  know.”  However,  evi¬ 
dence  tending  to  show  that  a  foundation 
manager  has  reason  to  know  that  an  in¬ 
vestment  is  a  jeopardizing  investment  is 
relevant  in  determining  whether  a  per¬ 
son  has  actual  knowledge  regarding  such 
an  investment. 

(ii)  Willful.  A  foundation  manager’s 
participation  in  a  jeopardizing  invest¬ 
ment  is  willful  if  it  is  voluntary,  con¬ 
scious,  and  intentional.  No  motive  to 
avoid  the  restrictions  of  the  law  or  the 
incurrence  of  any  tax  is  necessary  to 
make  such  participation  willful.  How¬ 
ever,  a  foundation  manager’s  participa¬ 
tion  in  a  jeopardizing  investment  is  not 
willful  if  he  does  not  know  that  it  is  a 
jeopardizing  investment  under  para¬ 
graph  (a)  (2)  of  this  section. 

(iii)  Due  to  reasonable  cause.  A 
foundation  manager’s  actions  are  due  to 
reasonable  cause  if  he  has  exercised  his 
responsibility  on  behalf  of  the  founda¬ 
tion  with  ordinary  business  care  and 
prudence. 

(iv)  Participation.  The  participation 
of  any  foundation  manager  in  the  making 
of  an  investment  shall  consist  of  any 
manifestation  of  approval  of  the 
investment. 

(v)  Advice  of  counsel.  If  a  foundation 
manager,  after  full  disclosure  of  the 
factual  situation  to  legal  counsel  (includ¬ 
ing  house  counsel),  relies  on  the  advice 
of  such  counsel  expressed  in  a  reasoned 
written  legal  opinion  that  a  particular 
investment  would  not  jeopardize  the 
carrying  out  of  any  of  the  foundation’s 
exempt  purposes  (because,  as  a  matter 
of  law,  the  investment  is  excepted  from 
such  classification,  for  example,  as  a  pro¬ 
gram-related  investment  under  section 
4944 <c) ),  then  although  such  investment 
is  subsequently  held  to  be  a  jeopardizing 
investment  under  paragraph  (a)(2)  of 
this  section,  the  foundation  manager’s 
participation  in  such  investment  will 
ordinarily  not  be  considered  "knowing” 
or  "willful”  and  will  ordinarily  be  con¬ 
sidered  "due  to  reasonable  cause”  within 
the  meaning  of  section  4944(a)(2).  In 
addition,  if  a  foundation  manager,  after 
full  disclosure  of  the  factual  situation  to 
qualified  investment  counsel,  relies  on  the 
advice  of  such  counsel,  such  advice  being 
derived  in  a  manner  consistent  with 
generally  accepted  practices  of  persons 
who  are  such  a  qualified  investment 
counsel  and  being  expressed  in  writing 
that  a  particular  investment  will  provide 
for  the  long  and  short  term  financial 
needs  of  the  foundation  under  paragraph 
(a)(2)  of  this  section,  then  although 
such  investment  is  subsequently  held  not 
to  provide  for  such  long  and  short  term 
financial  needs,  the  foundation  man¬ 
ager's  participation  in  failing  to  provide 
for  such  long  and  short  term  financial 
needs  will  ordinarily  not  be  considered 
“knowing”  or  “willful”  and  will  ordinarily 
be  considered  “due  to  reasonable  cause” 
within  the  meaning  of  section  4944(a) 
(2).  For  purposes  of  this  subdivision,  a 
written  legal  opinion  will  be  considered 
“reasoned”  even  if  it  reaches  a  conclu¬ 
sion  which  is  subsequently  determined  to 
be  incorrect  so  long  as  such  opinion  ad¬ 
dresses  itself  to  the  facts  and  applicable 
law.  However,  a  written  legal  opinion  will 


not  be  considered  “reasoned”  if  it  does 
nothing  more  than  recite  the  facts  and 
express  a  conclusion.  However,  the  ab¬ 
sence  of  advice  of  legal  counsel  or  quali¬ 
fied  investment  counsel  with  respect  to 
the  investment  shall  not,  by  itself,  give 
rise  to  any  inference  that  a  foundation 
manager  participated  in  such  investment 
knowingly,  willfully,  or  without  reason¬ 
able  cause. 

(vi)  Cross  reference.  For  provisions  re¬ 
lating  to  the  burden  of  proof  in  cases 
involving  the  issue  whether  a  foundation 
manager  has  knowingly  participated  in 
the  making  of  a  jeopardizing  investment, 
see  section  7454(b). 

(c)  Examples.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  ( 1 ).  A  Is  a  foundation  manager 
of  B,  a  private  foundation  with  assets  of 
$100,000.  A  approves  the  following  three  in¬ 
vestments  by  B  after  taking  into  account 
with  respect  to  each  of  them  B’s  portfolio 
as  a  whole:  (1)  An  investment  of  $5,000  in 
the  common  stock  of  corporation  X;  (2)  an 
investment  of  $10,000  in  the  common  stock 
of  corporation  Y;  and  (3)  an  investment  of 
$8,000  in  the  common  stock  of  corpora¬ 
tion  Z.  Corporation  X  has  been  in  business 
a  considerable  time,  its  record  of  earnings 
is  good  and  there  is  no  reason  to  anticipate 
a  diminution  of  its  earnings.  Corporation  Y 
has  a  promising  product,  has  had  earnings 
in  some  years  and  substantial  losses  in 
others,  has  never  paid  a  dividend,  and  is 
widely  reported  in  Investment  advisory 
services  as  seriously  undercapitalized.  Cor¬ 
poration  Z  has  been  in  business  a  short 
period  of  time  and  manufactures  a  product 
that  is  new,  is  not  sold  by  others,  and  must 
compete  with  a  well-established  alternative 
product  that  serves  the  same  purpose.  Z’s 
stock  is  classified  as  a  high-risk  investment 
by  most  investment  advisory  services  with 
the  possibility  of  substantial  long-term  ap¬ 
preciation  but  with  little  prospect  of  a  cur¬ 
rent  return.  A  has  studied  the  records  of  the 
three  corporations  and  knows  the  foregoing 
facts.  In  each  case  the  price  per  share  of 
common  stock  purchased  by  B  is  favorable 
to  B.  Under  the  standards  of  paragraph 
(a)  (2)  (1)  of  this  section,  the  investment  of 
$10,000  in  the  common  stock  of  Y  and  the 
Investment  of  $8,000  in  the  common  stock 
of  Z  may  be  classified  as  Jeopardizing  in¬ 
vestments,  while  the  investment  of  $5,000 
in  the  common  stock  of  X  will  not  be  so 
classified.  B  would  then  be  liable  for  an 
initial  tax  of  $500  (i.e.,  5  percent  of  $10,000) 
for  each  year  (or  part  thereof)  in  the  tax¬ 
able  period  for  the  investment  in  Y,  and  an 
initial  tax  of  $400  (i.e.,  5  percent  of  $8,000) 
for  each  year  (or  part  thereof)  in  the  taxable 
period  for  the  Investment  in  Z.  Further, 
since  A  had  actual  knowledge  that  the  in¬ 
vestments  in  the  common  stock  of  Y  and  Z 
were  Jeopardizing  investments,  A  would  then 
be  liable  for  the  same  amount  of  initial 
taxes  as  B. 

Example  (2).  Assume  the  facts  as  stated 
in  Example  (1),  except  that:  (1)  In  the  case 
of  corporation  Y,  B’s  investment  will  be  made 
for  new  stock  to  be  Issued  by  Y  and  there  is 
reason  to  anticipate  that  B’s  Investment,  to¬ 
gether  with  investments  required  by  B  to  be 
made  concurrently  with  its  own,  will  satisfy 
the  capital  needs  of  corporation  Y  and  will 
thereby  overcome  the  difficulties  that  have 
resulted  in  Y’s  uneven  earnings  record;  and 
(2)  in  the  case  of  corporation  Z,  the  manage¬ 
ment  has  a  demonstrated  capacity  for  getting 
new  businesses  started  successfully  and  Z 
has  received  substantial  orders  for  its  new 
product.  Under  the  standards  of  paragraph 
(a)  (2)  (i)  of  this  section,  neither  the  invest- 
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ment  in  Y  nor  the  investment  in  Z  will  be 
classified  as  a  jeopardizing  investment  and 
neither  A  nor  B  will  be  liable  for  an  initial 
tax  on  either  of  such  investments. 

Example  (3'..  D  is  a  foundation  manager 
of  E,  a  private  foundation  with  assets  of 
$200,000.  D  was  hired  by  E  to  manage  E's  in¬ 
vestments  after  a  careful  review  of  D’s  train¬ 
ing,  experience  and  record  in  the  field  of 
Investment  management  and  advice  indi¬ 
cated  to  E  that  D  was  well  qualified  to  pro¬ 
vide  professional  investment  advice  In  the 
management  of  E’s  investment  assets.  D, 
after  careful  research  into  how  best  to  diver¬ 
sify  E’s  investments,  provide  for  E’s  long¬ 
term  financial  needs,  and  protect  against 
the  effects  of  long-term  inflation,  decides  to 
allocate  a  portion  of  E’s  investment  assets  to 
unimproved  real  estate  in  selected  areas  of 
the  country  where  population  patterns  and 
economic  factors  strongly  indicate  continu¬ 
ing  growth  at  a  rapid  rate.  D  determines 
that  the  short-term  financial  needs  of  E  can 
be  met  through  E’s  other  Investments.  Under 
the  standards  of  paragraph  (a)  (2)  (i)  of  this 
section,  the  investment  of  a  portion  of  E’s 
investment  assets  in  unimproved  real  estate 
will  not  be  classified  as  a  Jeopardizing  in¬ 
vestment  and  neither  D  nor  E  will  be  liable 
for  an  Initial  tax  on  such  investment. 

§  53.4944—2  Additional  taxes. 

(a)  On  the  private  foundation.  Section 
4944(b)  (1)  of  the  Code  imposes  an  excise 
tax  in  any  case  in  which  an  initial  tax  is 
imposed  by  section  4944(a)  (1)  and  §  53. 
4944-1  (a)  on  the  making  of  a  jeopardiz¬ 
ing  investment  by  a  private  foundation 
and  such  investment  is  not  removed  from 
jeopardy  within  the  correction  period 
(as  defined  in  section  4944(e)(3)).  The 
tax  imposed  under  section  4944(b)  (1)  is 
to  be  paid  by  the  private  foundation  and 
is  at  the  rate  of  25  percent  of  the  amount 
of  the  investment.  This  tax  shall  be  im¬ 
posed  upon  the  portion  of  the  investment 
which  has  not  been  removed  from  jeop¬ 
ardy  within  the  correction  period. 

(b)  On  the  management.  Section 
4944(b)  (2)  of  the  Code  imposes  an  ex¬ 
cise  tax  in  any  case  in  which  an  addi¬ 
tional  tax  is  imposed  by  section  4944 
(b)  (1)  and  paragraph  (a)  of  this  section 
and  a  foundation  manager  has  refused  to 
agree  to  part  or  all  of  the  removal  of  the 
investment  from  jeopardy.  The  tax  im¬ 
posed  under  section  4944(b)  (2)  is  at  the 
rate  of  5  percent  of  the  amount  of  the 
investment,  subject  to  the  provisions  of 
section  4944(d)  and  §  53.4944-4.  This  tax 
is  to  be  paid  by  any  foundation  manager 
who  has  refused  to  agree  to  the  removal 
of  part  or  all  of  the  investment  from 
jeopardy,  and  shall  be  imposed  upon  the 
portion  of  the  investment  which  has  not 
been  removed  from  jeopardy  within  the 
correction  period. 

(c)  Examples.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  X  is  a  foundation  manager 
of  Y.  a  private  foundation.  On  the  advioe  of 
X,  Y  Invests  $5,000  in  the  common  stock  of 
corporation  M.  Assume  that  both  X  and  Y 
are  liable  for  the  taxes  Imposed  by  section 
4944(a)  on  the  making  of  the  Investment. 
Assume  further  that  no  part  of  the  Invest¬ 
ment  Is  removed  from  Jeopardy  within  the 
correction  period  and  that  X  refused  to  agree 
to  such  removal.  Y  will  be  liable  for  an  addi¬ 
tional  tax  of  $1,250  (La.,  $5,000  X  25%).  X 
will  be  liable  for  an  additional  tax  of  $250 
(i.e.,  $5,000  X  5%). 
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Example  (2) .  Assume  the  facts  as  stated  in 
Example  ( 1 ) ,  except  that  X  Is  not  liable  for 
the  tax  imposed  by  section  4944(a)  (2)  fat 
his  participation  In  the  making  of  the  in¬ 
vestment.  because  such  participation  was  not 
willful  and  was  due  to  reasonable  cause.  X 
will  nonetheless  be  liable  for  the  tax  of  $250 
Imposed  by  section  4944(b)  (2)  since  an  ad¬ 
ditional  tax  has  been  imposed  upon  Y  and 
since  X  refused  to  agree  to  the  removal  of 
the  Investment  from  Jeopardy. 

Example  (3).  Assume  the  facts  as  stated  In 
Example  ( 1 ) ,  except  that  Y  removes  $2,000 
of  the  investment  from  Jeopardy  within  the 
correction  period,  with  X  refusing  to  agree 
to  the  removal  from  Jeopardy  of  the  remain¬ 
ing  $3,000  of  such  investment.  Y  will  be 
liable  for  an  additional  tax  of  $750,  imposed 
upon  the  portion  of  the  investment  which 
has  not  been  removed  from  Jeopardy  within 
the  correction  period  (l.e.,  $3,000  X  25%). 
Further  X  will  be  liable  for  an  additional  tax 
of  $150,  also  Imposed  upon  the  same  portion 
of  the  investment  (i.e.,  $3,000X5%). 

§  53.4944—3  Exception  for  program- 
related  investments. 

(a)  In  general.  (1)  For  purposes  of  sec¬ 
tion  4944  and  §§  53.4944-1  through 
53.4944-6,  a  “program-related  invest¬ 
ment”  shall  not  be  classified  as  an  invest¬ 
ment  which  jeopardizes  the  carrying  out 
of  the  exempt  purposes  of  a  private  foun¬ 
dation.  A  “program-related  investment” 
is  an  investment  which  possesses  the  fol¬ 
lowing  characteristics: 

(1)  The  primary  purpose  of  the  invest¬ 
ment  is  to  accomplish  one  or  more  of  the 
purposes  described  in  section  170(c)(2) 
(B); 

(ii)  No  significant  purpose  of  the  in¬ 
vestment  is  the  production  of  income  or 
the  appreciation  of  property;  and 

(iii)  No  purpose  of  the  investment  is 
to  accomplish  one  or  more  of  the  pur¬ 
poses  described  in  section  170(c)  (2)  (D). 

(2)  (i)  An  investment  shall  be  con¬ 
sidered  as  made  primarily  to  accomplish 
one  or  more  of  the  purposes  described  in 
section  170(c)(2)(B)  if  it  significantly 
furthers  the  accomplishment  of  the  pri¬ 
vate  foundation’s  exempt  activities  and 
if  the  investment  would  not  have  been 
made  but  for  such  relationship  between 
the  investment  and  the  accomplishment 
of  the  foundation’s  exempt  activities. 
For  purposes  of  section  4944  and 
§§  53.4944-1  through  53.4944-6,  the  term 
“purposes  described  in  section  170(c)  (2) 
(B)”  shall  be  treated  as  including  pur¬ 
poses  described  in  section  170(c)  (2)  (B) 
whether  or  not  carried  out  by  organiza¬ 
tions  described  in  section  170(c). 

(ii)  An  investment  in  an  activity  de¬ 
scribed  in  section  4942(j)  (5)  (B)  and  the 
regulations  thereunder  shall  be  con¬ 
sidered,  for  purposes  of  this  paragraph, 
as  made  primarily  to  accomplish  one  or 
more  of  the  purposes  described  in  section 
170(c) (2) (B). 

(iii)  In  determining  whether  a  sig¬ 
nificant  purpose  of  an  investment  is  the 
production  of  income  or  the  appreciation 
of  property,  it  shall  be  relevant  whether 
investors  solely  engaged  in  the  invest¬ 
ment  for  profit  would  be  likely  to  make 
the  investment  on  the  same  terms  as  the 
private  foundation.  However,  the  fact 
that  an  investment  produces  significant 
income  or  capital  appreciation  shall  not, 
in  the  absence  of  other  factors,  be  con- 
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elusive  evidence  of  a  significant  purpose 
involving  the  production  of  income  or  the 
appreciation  of  property. 

(iv)  An  investment  shall  not  be  con¬ 
sidered  as  made  to  accomplish  one  or 
more  of  the  purposes  described  in  sec¬ 
tion  170(c)  (2)  (D)  if  the  recipient  of  the 
investment  appears  before,  or  communi¬ 
cates  to,  any  legislative  body  with  re¬ 
spect  to  legislation  or  proposed  legisla¬ 
tion  of  direct  interest  to  such  recipient, 
provided  that  the  expense  of  engaging 
in  such  activities  would  qualify  as  a  de¬ 
duction  under  section  162. 

(3)  (i)  Once  it  has  been  determined 
that  an  investment  is  “program-related” 
it  shall  not  cease  to  qualify  as  a  “pro¬ 
gram-related  investment”  provided  that 
changes,  if  any,  in  the  form  or  terms  of 
the  investment  are  made  primarily  for 
exempt  purposes  and  not  for  any  signifi¬ 
cant  purpose  involving  the  production  of 
income  or  the  appreciation  of  property. 
A  change  made  in  the  form  or  terms  of  a 
program-related  investment  for  the 
prudent  protection  of  the  foundation’s 
investment  shall  not  ordinarily  cause  the 
investment  to  cease  to  qualify  as  pro¬ 
gram-related.  Under  certain  conditions, 
a  program-related  investment  may  cease 
to  be  program-related  because  of  a  criti¬ 
cal  change  in  circumstances,  as,  for 
example,  where  it  is  serving  an  illegal 
purpose  or  the  private  purpose  of  the 
foundation  or  its  managers.  For  pur¬ 
poses  of  the  preceding  sentence,  an  in¬ 
vestment  which  ceases  to  be  program - 
related  because  of  a  critical  change  in 
circumstances  shall  in  no  event  subject 
the  foundation  making  the  investment 
to  the  tax  imposed  by  section  4944(a)  (1) 
before  the  30th  day  after  the  date  on 
which  such  foundation  (or  any  of  its 
managers)  has  actual  knowledge  of  such 
critical  change  in  circumstances. 

(ii)  If  a  private  foundation  changes 
the  form  or  terms  of  an  investment,  and 
if,  as  a  result  of  the  application  of  sub¬ 
division  (i)  of  this  subparagraph,  such 
investment  no  longer  qualifies  as  pro¬ 
gram-related,  the  determination  whether 
the  investment  jeopardizes  the  carrying 
out  of  exempt  purposes  shall  be  made 
pursuant  to  the  provisions  of  §  53.4944-1 
(a) (2). 

(b)  Examples.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  ( 1 ).  X  is  a  small  business  enter¬ 
prise  located  in  a  deteriorated  urban  area 
and  owned  by  members  of  an  economically 
disadvantaged  minority  group.  Conventional 
sources  of  funds  are  unwilling  or  unable  to 
provide  funds  to  X  on  terms  it  considers 
economically  feasible.  Y,  a  private  founda¬ 
tion,  makes  a  loan  to  X  bearing  interest 
below  tbe  market  rate  for  commercial  loans 
of  comparable  risk.  Y's  primary  purpose  for 
making  the  loan  is  to  encourage  the  economic 
development  of  such  minority  groups.  The 
loan  has  no  significant  purpose  Involving  the 
production  of  income  or  the  appreciation  of 
property.  The  loan  significantly  furthers  the 
accomplishment  of  Y’s  exempt  activities  and 
would  not  have  been  made  but  for  such  re¬ 
lationship  between  the  loan  and  Y’s  exempt 
activities.  Accordingly,  the  loan  is  a  program- 
related  Investment  even  though  Y  may  earn 
income  from  the  investment  in  an  amount 
comparable  to  or  higher  than  earnings  from 
conventional  portfolio  investments. 
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Example  (2).  Assume  the  facts  as  stated 
in  Example  (1),  except  that  after  the  date 
of  execution  of  the  loan  Y  extends  the  due 
date  of  the  loan.  The  extension  is  granted  in 
order  to  permit  X  to  achieve  greater  financial 
stability  before  it  is  required  to  repay  the 
loan.  Since  the  change  in  the  terms  of  the 
loan  is  made  primarily  for  exempt  purposes 
and  not  for  any  significant  purpose  involv¬ 
ing  the  production  of  income  or  the  apprecia¬ 
tion  of  property,  the  loan  shall  continue  to 
qualify  as  a  program-related  investment. 

Example  (3).  X  is  a  small  business  enter¬ 
prise  located  in  a  deteriorated  urban  area 
and  owned  by  members  of  an  economically 
disadvantaged  minority  group.  Conventional 
sources  of  funds  are  unwilling  to  provide 
funds  to  X  at  reasonable  interest  rates  unless 
it  increases  the  amount  of  its  equity  capital. 
Consequently,  Y,  a  private  foundation,  pur¬ 
chases  shares  of  X’s  common  stock.  Y’s  pri¬ 
mary  purpose  in  purchasing  the  stock  is  to 
encourage  the  economic  development  of  such 
minority  group,  and  no  significant  purpose 
involves  the  production  of  income  or  the 
appreciation  of  property.  The  investment 
significantly  furthers  the  accomplishment  of 
Y’s  exempt  activities  and  would  not  have 
been  made  but  for  such  relationship  between 
the  investment  and  Y’s  exempt  activities. 
Accordingly,  the  purchase  of  the  common 
stock  is  a  program -related  investment,  even 
though  Y  may  realize  a  profit  if  X  is  success¬ 
ful  and  the  common  stock  apreciates  in 
value. 

Example  (4).  X  is  a  business  enterprise 
which  is  not  owned  by  low-income  persons 
or  minority  group  members,  but  the  con¬ 
tinued  operation  of  X  is  important  to  the 
economic  well-being  of  a  deteriorated  urban 
area  because  X  employs  a  substantial  num¬ 
ber  of  low-income  persons  from  such  area. 
Conventional  sources  of  funds  are  unwill¬ 
ing  or  unable  to  provide  funds  to  X  at  rea¬ 
sonable  interest  rates.  Y,  a  private  founda¬ 
tion,  makes  a  loan  to  X  at  an  interest  rate 
below  the  market  rate  for  commercial  loans 
of  comparable  risk.  The  loan  is  made  pursu¬ 
ant  to  a  program  run  by  Y  to  assist  low- 
income  persons  by  providing  increased 
economic  opportunities  and  to.  prevent  com¬ 
munity  deterioration.  No  significant  purpose 
of  the  loan  involves  the  production  of  income 
or  the  appreciation  of  property.  The  invest¬ 
ment  significantly  furthers  the  accomplish¬ 
ment  of  Y’s  exempt  activities  and  would 
not  have  been  made  but  for  such  relation¬ 
ship  between  the  loan  and  Y’s  exempt  activ¬ 
ities.  Accordingly,  the  loan  is  a  program- 
related  investment. 

Example  (5).  X  is  a  business  enterprise 
which  is  financially  secure  and  the  stock 
of  which  is  listed  and  traded  on  a  national 
exchange.  Y,  a  private  foundation,  makes  a 
loan  to  X  at  an  interest  rate  below  the 
market  rate  in  order  to  induce  X  to  establish 
a  new  plant  in  a  deteriorated  urban  area 
which,  because  of  the  high  risks  involved, 
X  would  be  unwilling  to  establish  absent 
such  inducement.  The  loan  is  made  pur¬ 
suant  to  a  program  run  by  Y  to  enhance  the 
economic  development  of  the  area  by,  for, 
example,  providing  employment  opportuni¬ 
ties  for  low-income  persons  at  the  new  plant, 
and  no  significant  purpose  involves  the  pro¬ 
duction  of  income  or  the  appreciation  of 
property.  The  loan  significantly  furthers  the 
accomplishment  of  Y’s  exempt  activities  and 
would  not  have  been  made  but  for  such  rela¬ 
tionship  between  the  loan  and  Y’s  exempt 
activities.  Accordingly,  even  though  X  is  large 
and  established,  the  investment  is  program- 
related. 

Example  (6).  X  is  a  business  enterprise 
which  is  owned  by  a  nonprofit  community 
development  corporation.  When  fully  oper¬ 
ational,  X  will  market  agricultural  products, 
thereby  providing  a  marketing  outlet  for 
low-income  farmers  in  a  depressed  rural 


area.  Y,  a  private  foundation,  makes  a  loan 
to  X  bearing  interest  at  a  rate  less  than  the 
rate  charged  by  financial  institutions  which 
have  agreed  to  lend  funds  to  X  if  Y  makes 
the  loan.  The  loan  is  made  pursuant  to  a 
program  run  by  Y  to  encourage  economic 
redevelopment  of  depressed  areas,  and  no 
significant  purpose  involves  the  production 
of  income  or  the  appreciation  of  property. 
The  loan  significantly  furthers  the  accom¬ 
plishment  of  Y’s  exempt  activities  and  would 
not  have  been  made  but  for  such  relationship 
between  the  loan  and  Y's  exempt  activities. 
Accordingly,  the  loan  is  a  program-related 
investment. 

Example  (7).  X,  a  private  foundation,  in¬ 
vests  $100,000  in  the  common  stock  of  cor¬ 
poration  M.  The  dividends  received  from 
such  investment  are  later  applied  by  X  in 
furtherance  of  its  exempt  purposes.  Although 
there  is  a  relationship  between  the  return 
on  the  investment  and  the  accomplishment 
of  X’s  exempt  activities,  there  is  no  rela¬ 
tionship  between  the  investment  per  se  and 
such  accomplishment.  Therefore,  the  invest¬ 
ment  cannot  be  considered  as  made  primarily 
to  accomplish  one  or  more  of  the  purposes 
described  in  section  170(c)  (2)  (B)  and  can¬ 
not  qualify  as  program-related. 

Example  (8).  S,  a  private  foundation, 
makes  an  investment  in  T,  a  business  cor¬ 
poration,  which  qualifies  as  a  program- 
related  investment  under  section  4944(c)  at 
the  time  that  it  is  made.  All  of  T’s  voting 
stock  is  owned  by  S.  T  experiences  financial 
and  management  problems  which,  in  the 
judgment  of  the  foundation,  require  changes 
in  management,  in  financial  structure  or  in 
the  form  of  the  investment.  The  following 
three  methods  of  resolving  the  problems  ap¬ 
pear  feasible  to  S,  but  each  of  the  three 
methods  would  result  in  reduction  of  the 
exempt  purposes  for  which  the  program- 
related  investment  was  initially  made: 

(a)  Sale  of  stock  or  assets.  The  foundation 
sells  its  stock  to  an  unrelated  person.  Pay¬ 
ment  is  made  in  part  at  the  time  of  sale; 
the  balance  is  payable  over  an  extended 
term  of  years  with  Interest  on  the  amount 
outstanding.  The  foundation  receives  a 
purchase-money  mortgage. 

(b)  Lease.  The  corporation  leases  its  assets 
for  a  term  of  years  to  an  unrelated  person, 
with  an  option  in  the  lessee  to  buy  the 
assets.  If  the  option  is  exercised,  the  terms 
of  payment  are  to  be  similar  to  those  de¬ 
scribed  in  (a)  of  this  example. 

(c)  Management  contract.  The  corpora¬ 
tion  enters  into  a  management  contract 
which  gives  broad  operating  authority  to  one 
or  more  unrelated  persons  for  a  term  of  years. 
The  foundation  and  the  unrelated  persons 
are  obligated  to  contribute  toward  working 
capital  requirements.  The  unrelated  persons 
will  be  compensated  by  a  fixed  fee  or  a  share 
of,  profits,  and  they  will  receive  an  option 
to  buy  the  stock  held  by  S  or  the  assets 
of  the  corporation.  If  the  option  is  exercised, 
the  terms  of  payment  are  to  be  similar  to 
those  described  in  (a)  of  this  example. 

Each  of  the  three  methods  Involves  a  change 
in  the  form  or  terms  of  a  program-related 
investment  for  the  prudent  protection  of  the 
foundation’s  investment.  Thus,  under 
I  53.4944-3  (a)  (3)  (1) ,  none  of  the  three  trans¬ 
actions  (nor  any  debt  instruments  or  other 
obligations  held  by  S  as  a  result  of  engaging 
in  one  of  these  transactions)  would  cause 
the  investment  to  cease  to  qualify  as 
program-related. 

Example  (9).  X  is  a  socially  and  economi¬ 
cally  disadvantaged  individual.  Y,  a  private 
foundation,  makes  an  interest-free  loan  to 
X  for  the  primary  purpose  of  enabling  X  to 
attend  college.  The  loan  has  no  significant 
purpose  involving  the  production  of  Income 
or  the  appreciation  of  property.  The  loan  sig¬ 
nificantly  furthers  the  accomplishment  of  Y’s 
exempt  activities  and  would  not  have  been 


made  but  for  such  relationship  between  the 
loan  and  Y’s  exempt  activities.  Accordingly, 
the  loan  is  a  program-related  Investment. 

Example  (10).  Y,  a  private  foundation,' 
makes  a  high-risk  investment  in  low-income 
housing,  the  indebtedness  with  respect  to 
which  is  insured  by  the  Federal  Housing  Ad¬ 
ministration.  Y’s  primary  purpose  in  making 
the  investment  is  to  finance  the  purchase, 
rehabilitation,  and  construction  of  housing 
for  low-income  persons.  The  investment  has 
no  significant  purpose  involving  the  produc¬ 
tion  of  income  or  the  appreciation  of  prop¬ 
erty.  The  investment  significantly  furthers 
the  accomplishment  of  Y’s  exempt  activitie’s 
and  would  not  have  been  made  but  for  such 
relationship  between  the  investment  and 
Y’s  exempt  activities.  Accordingly,  the  in¬ 
vestment  is  program-related. 

§  53.49-1 1 — 4  Special  rules. 

(a)  Joint  and  several  liability.  In  any 
case  where  more  than  one  foundation 
manager  is  liable  for  the  tax  imposed 
under  section  4944  (a)  (2)  or  (b)  (2)  with 
respect  to  any  one  jeopardizing  invest¬ 
ment,  all  such  foundation  managers  shall 
be  jointly  and  severally  liable  for  the 
tax  imposed  under  each  such  paragraph 
with  respect  to  such  investment. 

(b)  Limits  on  liability  for  manage¬ 
ment.  With  respect  to  anyone  jeopardiz¬ 
ing  investment,  the  maximum  aggregate 
amount  of  tax  collectible  under  section 
4944(a)(2)  from  all  foundation  man¬ 
agers  shall  not  exceed  $5,000,  and  the 
maximum  aggregate  amount  of  tax  col¬ 
lectible  under  section  4944(b)  (2)  from 
all  foundation  managers  shall  not  exceed 
$10,000. 

(c)  Examples.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (I).  A,  B,  and  C  are  foundation 
managers  of  X,  a  private  foundation.  As¬ 
sume  that  A,  B,  and  C  are  liable  for  both 
initial  and  additional  taxes  under  sections 
4944(a)(2)  and  4944(b)(2),  respectively, 
for  the  following  investments  by  X:  an 
investment  of  $5,000  in  the  common  stock  of 
corporation  M,  and  an  investment  of  $10,000 
in  the  common  stock  of  corporation  N.  A,  B, 
and  C  will  be  Jointly  and  severally  liable  for 
the  following  initial  taxes  under  section 
4944(a)(2):  a  tax  of  $250  (i.e.,  5  percent 
of  $5,000)  for  each  year  (or  part  thereof)  in 
the  taxable  period  (as  defined  in  section  4944 
(e)(1))  for  the  investment  in  M,  and  a  tax 
of  $500  (i.e.,  5  percent  of  $10,000)  for  each 
year  (or  part  thereof)  in  the  taxable  period 
for  the  investment  in  N.  Further,  A.  B,  and 
C  will  be  Jointly  and  severally  liable  for 
the  following  additional  taxes  under  section 
4944(b)  (2) :  a  tax  of  $250  (i.e.,  5  percent  of 
$5,000)  for  the  investment  in  M,  and  a  tax 
of  $500  (i.e.,  5  percent  of  $10,000)  for  the 
investment  in  N. 

Example  (2).  Assume  the  facts  as  stated 
in  Example  ( 1 ) ,  except  that  X  has  invested 
$500,000  in  the  common  stock  of  M.  and 
$1  million  in  the  common  stock  of  N.  A,  B, 
and  C  will  be  Jointly  and  severally  liable  for 
the  following  initial  taxes  under  section  4944 
(a)  (2) :  a  tax  of  $5,000  for  the  Investment 
in  M,  and  a  tax  of  $5,000  for  the  investment 
in  N.  Further,  A,  B,  and  C  will  be  Jointly 
and  severally  liable  for  the  following  addi¬ 
tional  taxes  under  section  4944(b)  (2) :  a  tax 
of  $10,000  for  the  Investment  in  M,  and  a 
tax  of  $10,000  for  the  investment  in  N. 

§  53.4944—5  Definitions. 

(a)  Taxable  period — (1)  In  general. 
For  purposes  of  section  4944,  the  term 
“taxable  period”  means,  with  respect 
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to  any  investment  which  jeopardizes  the 
carrying  out  of  a  private  foundation’s 
exempt  purposes,  the  period  beginning 
with  the  date  on  which  the  amount  is 
so  invested  and  ending  on  whichever  of 
the  following  is  the  earlier: 

(1)  The  date  of  mailing  of  a  notice 
of  deficiency  under  section  6212  with 
respect  to  the  tax  imposed  on  the  making 
of  the  investment  by  section  4944(a)  (1) ; 
or 

(ii)  The  date  on  which  the  amount  so 
invested  is  removed  from  jeopardy. 

(2)  Special  rule.  Where  a  notice  of 
deficiency  referred  to  in  subparagraph 
( 1)  (i)  of  this  paragraph  is  not  mailed 
because  there  is  a  waiver  of  the  restric¬ 
tions  on  assessment  and  collection  of  a 
deficiency,  or  because  the  deficiency  is 
paid,  the  date  of  filing  of  the  waiver  or 
the  date  of  such  payment,  respectively, 
shall  be  treated  as  the  end  of  the  taxable 
period, 

(b)  Removal  from  jeopardy.  An  in¬ 
vestment  which  jeopardizes  the  carrying 
out  of  a  private  foundation’s  exempt 
purposes  shall  be  considered  to  be  re¬ 
moved  from  jeopardy  when — 

(1)  The  foundation  sells  or  otherwise 
disposes  of  the  investment,  and 

(2)  The  proceeds  of  such  sale  or  other 
disposition  are  not  themselves  invest¬ 
ments  which  jeopardize  the  carrying  out 
of  such  foundation’s  exempt  purposes. 

A  change  by  a  private  foundation  in  the 
form  or  terms  of  a  jeopardizing  invest¬ 
ment  shall  result  in  the  removal  of  the 
investment  from  jeopardy  if,  after  such 
change,  the  investment  no  longer  jeop¬ 
ardizes  the  carrying  out  of  such  founda¬ 
tion’s  exempt  purposes.  For  purposes  of 
section  4944,  the  making  by  a  private 
foundation  of  one  jeopardizing  invest¬ 
ment  and  a  subsequent  exchange  by  the 
foundation  of  such  investment  for 
another  jeopardizing  investment  will  be 
treated  as  only  one  jeopardizing  invest¬ 
ment,  except  as  provided  in  §  53.4944-6 
(b)  and  (c).  For  the  treatment  of  a 
jeopardizing  investment  which  is  re¬ 
moved  from  jeopardy  or  otherwise  trans¬ 
ferred  by  a  private  foundation  by  the 
making  of  a  grant  or  by  bargain-sale,  see 
sections  4941  and  4945  and  the  regula¬ 
tions  thereunder.  A  jeopardizing  invest¬ 
ment  cannot  be  removed  from  jeopardy 
by  a  transfer  from  a  private  foundation 
to  another  private  foundation  which  is 
*  related  to  the  transferor  foundation 
within  the  meaning  of  section  4946(a) 
(1)  (H)  (i)  or  (ii),  unless  the  investment 
is  a  program-related  investment  in  the 
hands  of  the  transferee  foundation. 

(c)  Examples.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (I).  X,  a  private  foundation  on 
the  calendar  year  basis,  makes  a  $1,000 
jeopardizing  Investment  on  January  1,  1970. 
X  thereafter  sells  the  Investment  for  $1,000 
on  January  3,  1971.  The  taxable  period  Is 
from  January  1,  1970,  to  January  3,  1971.  X 
will  be  liable  for  an  Initial  tax  of  $100,  that 
Is,  a  tax  of  5  percent  of  the  amount  of  the 
Investment  for  each  year  (or  part  thereof) 
in  the  taxable  period. 

Example  (2).  Assume  that  both  C  and  D 
are  Investments  which  Jeopardize  exempt 
purposes.  X,  a  private  foundation,  pur¬ 


chases  C  In  1971  and  later  exchanges  C  for 
D.  Such  exchange  does  not  constitute  a 
removal  of  C  from  jeopardy.  In  addition,  no 
new  taxable  period  will  arise  with  respect  to 
D,  since,  for  purposes  of  section  4944,  only 
one  Jeopardizing  investment  has  been  made. 

Example  (3).  Assume  the  facts  as  stated 
in  Example  (2),  except  that  X  sells  C  for 
cash  and  later  reinvests  such  cash  in  D.  Two 
separate  investments  jeopardizing  exempt 
purposes  have  resulted.  Since  the  cash  re¬ 
ceived  in  the  interim  is  not  of  a  jeopardizing 
nature,  the  amount  invested  in  C  has  been 
removed  from  jeopardy  and,  thus,  the  taxable 
period  with  respect  to  C  has  been  terminated. 
The  subsequent  reinvestment  of  such  cash 
in  D  gives  rise  to  a  new  taxable  period  with 
respect  to  D. 

(d)  Correction  period — (1)  In  general. 
For  purposes  of  section  4944,  the  correc¬ 
tion  period  shall  begin  with  the  date  on 
which  the  investment  which  jeopardizes 
the  exempt  purposes  of  the  private  foun¬ 
dation  is  entered  into  and  end  90  days 
after  the  date  of  mailing  of  a  notice  of 
deficiency  under  section  6212  with  re¬ 
spect  to  the  tax  imposed  by  section  4944 

(b) (1), 

(2)  Extensions  of  correction  period,  (i) 
The  correction  period  referred  to  in  sub- 
paragraph  ( 1 )  of  this  paragraph  shall  be 
extended  by  any  period  in  which  a 
deficiency  cannot  be  assessed  under  sec¬ 
tion  6213(a).  In  addition,  the  correction 
period  shall  be  extended  in  accordance 
with  subdivisions  (ii),  (iii),  and  (iv)  of 
this  subparagraph,  except  that  such  sub¬ 
division  (iii)  or  (iv)  shall  not  operate  to 
extend  a  correction  period  with  respect  to 
which  a  taxpayer  has  filed  a  petition  with 
the  Tax  Court  for  redetermination  of  a 
deficiency  within  the  time  prescribed  by 
section  6213(a) . 

(ii)  The  correction  period  referred  to 
in  subparagraph  (1)  of  this  paragraph 
may  be  extended  by  any  period  which  the 
Commissioner  determined  is  reasonable 
and  necessary  to  bring  about  removal  of 
an  investment  from  jeopardy.  The  Com¬ 
missioner  ordinarily  will  not  extend  the 
correction  period  pursuant  to  this  sub¬ 
division  unless  all  of  the  following  factors 
are  present: 

(a)  The  foundation  or  an  appropriate 
State  officer  (as  defined  in  section  6104 

(c) (2))  is  actively  in  good  faith  seeking 
to  remove  the  investment  from  jeopardy; 

(b)  The  investment  cannot  reasonably 
be  expected  to  be  removed  from  jeopardy 
during  the  unextended  correction  period; 
and 

(c)  The  jeopardizing  investment  ap¬ 
pears  to  have  been  an  isolated  occurrence 
and  it  appears  unlikely  that  the  founda¬ 
tion  will  make  similar  investments  in  the 
future. 

The  fact  that  a  jeopardizing  investment 
is  decreasing  in  value  shall  not,  by  itself, 
prevent  an  extension  of  the  correction 
period  with  respect  to  such  investment. 

(iii)  If,  within  the  unextended  correc¬ 
tion  period,  the  tax  imposed  by  section 
4944(a)(1)  is  paid,  then  the  Commis¬ 
sioner  shall  extend  the  correction  period 
to  the  later  of — 

(a)  A  period  of  90  days  after  the  pay¬ 
ment  of  such  tax,  or 

(b)  The  correction  period  determined 
without  regard  to  this  subdivision. 


(iv)  If  prior  to  the  expiration  of  the 
correction  period  (including  extensions) 
a  claim  for  refund  with  respect  to  a  tax 
imposed  by  section  4944(a)(1)  is  filed, 
the  Commissioner  shall  extend  the  cor¬ 
rection  period  during  the  pendency  of 
the  claim  plus  an  additional  90  days. 
If  within  such  time,  a  suit  or  proceeding 
referred  to  in  section  7422(g)  with  re¬ 
spect  to  such  claim  is  filed,  the  Commis¬ 
sioner  shall  extend  the  correction  period 
during  the  pendency  of  such  suit  or  pro¬ 
ceeding.  See  §  301.7422-1  of  this  chapter 
( Regulations  on  Procedure  and  Admin¬ 
istration)  for  rules  relating  to  pendency 
of  such  suit  or  proceeding. 

§  53.4944—6  Special  rules  for  invest¬ 
ments  made  prior  to  January  1,  1970. 

(a)  Except  as  provided  in  paragraph 
(b)  or  (c)  of  this  section,  an  invest¬ 
ment  made  by  a  private  foundation  prior 
to  January  1,  1970,  shall  not  be  subject 
to  the  provisions  of  section  4944. 

(b)  If  the  form  or  terms  of  an  invest¬ 
ment  made  by  a  private  foundation  prior 
to  January  1,  1970,  are  changed  (other 
than  as  described  in  paragraph  (c)  of 
this  section)  on  or  after  such  date,  the 
provisions  of  §  53.4944-l(a)  (2)  (iii)  shall 
apply  with  respect  to  such  investment.' 

(c)  In  the  case  of  an  investment  made 
by  a  private  foundation  prior  to  Janu¬ 
ary  1,  1970,  which  is  exchanged  on  or 
after  such  date  for  another  investment, 
for  purposes  of  section  4944  the  founda¬ 
tion  will  be  considered  to  have  made  a 
new  investment  on  the  date  of  such  ex¬ 
change,  unless  the  post-1969  investment 
is  described  in  §  53.4944-1  (a)  (2)  (ii)  (b) . 
Accordingly,  a  determination,  under 
§  53.4944-1  (a)  (2)  (i),  whether  the  invest¬ 
ment  jeopardizes  the  carrying  out  of  the 
foundation’s  exempt  purposes  shall  be 
made  at  such  time. 

[FR  Doc.72-22399  Filed  12-28-72;8:51  am] 

Title  46— SHIPPING 

Chapter  II — Maritime  Administration, 
Department  of  Commerce 

[General  Order  8;  5th  Rev.] 

PART  221— DOCUMENTATION, 
TRANSFER,  OR  CHARTER  OF  VESSELS 

Blanket  Approval  for  Construction  and 

Transfer  to  Foreign  Ownership  and 

Registry 

Notice  is  hereLy  given  that  the  regula¬ 
tions  set  forth  below  are  hereby  adopted 
by  the  Assistant  Secretary  of  Commerce 
for  Maritime  Affairs  under  delegation  of 
authority  from  the  Secretary  of  Com¬ 
merce. 

The  subject  regulations  were  published 
in  tentative  form  in  the  Federal  Regis¬ 
ter,  volume  37,  No.  142,  July  22,  1972, 
page  14726,  and  comments  were  re¬ 
quested.  No  unfavorable  comments  were 
received.  Several  technical  changes  have 
been  made  since  publication  in  tentative 
form  to  take  cognizance  of  the  Govern¬ 
ment’s  embargo  of  goods  and  material 
to  Southern  Rhodesia,  North  Korea, 
Cuba,  and  the  Communist-controlled 
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area  of  Vietnam,  as  well  as  to  take  cog¬ 
nizance  of  regulations  administered  by 
the  Department  of  State  pertaining  to 
articles  enumerated  in  the  U.S.  muni¬ 
tions  list  and  licensing  requirements  of 
the  Bureau  of  International  Commerce. 

Accordingly,  Part  221  of  Title  46.  Chap¬ 
ter  n.  Code  of  Federal  Regulations  is 
hereby  amended  as  follows. 

1.  Section  221.4  is  amended  to  read  as 
follows: 

§  221.1  Approval  of  certain  transactions 
covered  by  section  37,  Shipping  Act, 
1916,  as  amended. 

The  Department  of  Commerce.  Mari¬ 
time  Administration,  hereby  grants  ap¬ 
proval  under  section  37  of  the  Shipping 
Act.  1916.  as  amended  <40  Stat.  901;  46 
U.S.C.  835 >  to  the  following  transactions: 

<a)  The  sale,  mortgage,  lease,  charter, 
delivery,  or  transfer  and  agreement  for 
the  sale,  mortgage,  lease,  charter,  de¬ 
livery,  or  transfer  to  any  person  not  a 
citizen  of  the  United  States  of  vessels 
having  an  overall  length  of  65  feet  or 
less,  or  any  interest  therein,  owned  in 
whole  or  in  part  by  any  person  a  citizen 
of  the  United  States,  or  of  any  State, 
territory,  district,  or  possession,  thereof, 
and  which  are  not  documented  under  the 
laws  of  the  United  States,  or  the  last 
documentation  of  which  was  not  under 
the  laws  of  the  United  States:  and  the 
transfer  to  or  placing  under  foreign 
registry  or  flag  of  any  such  vessel; 

<b)  The  making  of  agreements  or  the 
effecting  of  understandings  whereby 
there  is  vested  in  or  for  the  benefit  of 
any  person  not  a  citizen  of  the  United 
States,  the  controlling  interest  in  or  the 
majority  of  the  voting  power  in  a  cor¬ 
poration  which  is  organized  under  the 
laws  of  the  United  States  or  any  State, 
territory,  district,  or  possession  thereof, 
and  which  owns  a  vessel  covered  by 
paragraph  <a)  of  this  section: 

<c)  The  entrance  into  any  contract, 
agreement,  or  understanding  to  con¬ 
struct  any  vessel  of  any  size  within  the 
United  States  for,  or  to  be  delivered  to, 
a  person  not  a  citizen  of  the  United 
States;  and  the  transfer  to  or  placing 
under  foreign  registry  or  flag  of  any 
such  vessel; 

<d)  The  departure  from  any  port  of 
the  United  States  of  any  vessel  which 
was  constructed  in  whole  or  in  part 
within  the  United  States,  has  not  been 
documented  under  the  laws  of  the  United 
States,  and  has  never  been  cleared  for 
any  foreign  port. 

(e)  The  approvals  hereby  granted 
shall  not  apply  if  a  transaction  involves 
a  national  of  Southern  Rhodesia,  North 
Korea,  Cuba,  or  the  Communist-con¬ 
trolled  area  of  Vietnam  (unless  <1)  such 
national  has  been  lawfully  admitted  into, 
and  resides  in,  the  United  States  and  <2) 
such  national  does  not  remove  the  ves¬ 
sel  from  the  territorial  limits  of  the 
United  States) ;  nor  shall  they  apply  if 
the  vessel  is  to  be  transferred  to  or 
placed  under  the  registry  or  flag  of  any 
such  country. 

(f)  The  approvals  hereby  granted  do 
not  supersede  the  requirements  of  <  1 )  the 
Department  of  State,  22  CFR  Part  121 
et  seq.  pertaining  to  articles  enumerated 


in  the  U.S.  munitions  list  and  (2)  the 
Bureau  of  International  Commerce,  Of¬ 
fice  of  Export  Control  as  to  any  naviga¬ 
tional  apparatus  requiring  a  validated 
license. 

§§  221.5,  221.6  f  Reserved  ] 

2.  The  titles  and  provisions  of  §§  221.5 
and  221.6  are  hereby  deleted,  and  the  sec¬ 
tions  are  hereby  designated  “reserved.” 

Dated:  December  20,  1972. 

By  order  of  the  Assistant  Secretary  of 
Commerce  for  Maritime  Affairs. 

James  S.  Dawson,  Jr., 
Secretary. 

|FR  Doc.72-22392  Filed  12-28-72:8:49  am] 


Title  49— TRANSPORTATION 

Chapter  III — Federal  Highway  Admin¬ 
istration,  Department  of  Transpor¬ 
tation 

SUBCHAPTER  B — MOTOR  CARRIER  SAFETY 
REGULATIONS 

[Docket  No.  MC-18;  Notice  No.  72-24] 

PART  393— PARTS  AND  ACCESSORIES 
NECESSARY  FOR  SAFE  OPERATION 

Liquid  Fuel  Systems  of  Commercial 
Motor  Vehicles;  Certification  of  Fuel 
Tanks 

The  Director  of  the  Bureau  of  Motor 
Carrier  Safety  is  amending  the  provisions 
of  the  Motor  Carrier  Safety  Regulations 
which  deal  with  liquid  fuel  systems.  The 
amendments  are  concerned  with  pro¬ 
visions  relating  to  the  design  and  instal¬ 
lation  of  fuel  lines,  with  requirements  for 
excess  flow  valves,  and  with  certifica¬ 
tion  of  fuel  tanks.  As  a  result  of  the 
changes,  §  393.65  of  the  regulations  will 
relate  primarily  to  installation  of  fuel 
systems  in  motor  vehicles,  and  §  393.67  of 
the  regulations  will  contain  only  require¬ 
ments  relating  to  the  design,  construc¬ 
tion,  and  certification  of  fuel  tanks. 

As  the  Director  indicated  in  the  notice 
of  proposed  rule  making,  in  which  he 
announced  his  intention  to  consider  these 
amendments  <37  F.R.  23925) ,  the  purpose 
of  the  changes  is  to  move  provisions  re¬ 
lating  to  installation  of  fuel  system  com¬ 
ponents  from  5  393.67  to  §  393.65  so  that 
the  former  section  deals  exclusively  with 
requirements  relating  to  fuel  tanks.  The 
transfer,  in  turn,  makes  more  meaningful 
the  certification  requirements  in  para¬ 
graph  (f)  of  5  393.67,  since  a  fuel  tank 
manufacturer  is  in  a  position  to  certify 
that  his  products  meet  all  of  the  re¬ 
quirements  of  that  section. 

The  Bureau  received  four  comments 
on  the  notice  of  proposed  rule  making. 
None  of  the  persons  who  commented 
objected  to  the  proposed  amendments. 
However,  several  fuel  tank  manufac¬ 
turers  indicated  that  the  proposed 
amendments  to  the  form  of  the  certi¬ 
fication  in  §  393.67(f)  would  present 
them  with  manufacturing  lead  time 
problems.  They  said  that  they  had 
planned  to  install  on  tanks  manufac¬ 
tured  after  December  31,  1972,  certifica¬ 
tion  labels  in  the  format  suggested  by 


§  393.67(f)  as  it  stood  after  it  was 
amended  in  August  1971  (36  F.R.  15446) . 
Therefore,  they  urged,  any  amendment 
which  would  make  the  wording  proposed 
in  the  November  1972  notice  mandatory 
could  ndt  be  complied  with  by  the  Jan¬ 
uary  1,  1973,  effective  date  proposed  in 
that  later  notice. 

The  Bureau  has  also  received  a  num¬ 
ber  of  inquiries  outside  of  the  context  of 
this  rule  making  proceeding,  which  in¬ 
dicate  that  there  is  still  considerable 
confusion  about  the  format  of  the  re¬ 
quired  certification.  There  seems  to  be  a 
general  consensus  that  a  uniform  cer¬ 
tification  format  would  be  desirable. 
Upon  reconsidering  this  issue,  the  Direc¬ 
tor  has  concluded  that  it  would  be  in  the 
public  interest  to  have  all  manufacturers 
use  a  specific  form  of  certification,  so 
that  they,  purchasers  of  their  products, 
and  Bureau  investigators  will  know  with 
certainty  what  the  certificate  means. 

Consequently,  the  Director  is  amend¬ 
ing  §  393.67(f)  to  specify  uniform,  man¬ 
datory  certification  language.  However, 
in  view  of  the  leadtime  problems,  dis¬ 
cussed  above,  the  required  wording  will 
not  be  mandatory  until  July  1,  1973.  A 
certificate  will  be  required  on  fuel  tanks 
manufactured  on  and  after  January  1, 
1973,  but  no  specific  language  will  be 
required  until  July  1,  1973.  This  means 
that  between  January  1,  1973  and 
July  1,  1973,  a  fuel  tank  manufacturer 
may  either  use  the  mandatory  wording 
or  use  alternate  language  which  meets 
the  intent  of  the  rule.  During  that  6- 
month  period,  manufacturers  will  be  able 
to  obtain  new  labels  which  have  the 
mandatory  language  and  can  use  up 
their  stocks  of  labels  which  do  not. 

In  consideration  of  the  foregoing, 
§§  393.65  and  393.67  of  the  Motor  Carrier 
Safety  Regulations  (Subchaptei  B  in 
Chapter  III  of  Title  49,  CFR)  are 
amended  as  set  forth  below. 

Effective  date.  These  amendments  are 
effective  on  January  1,  1973.  In  view  of 
the  fact  that  the  only  substantive  change 
to  the  rules — the  addition  of  a  manda¬ 
tory  form  of  certificate  for  fuel  tanks — 
will  not  take  effect  until  July  1,  1973,  the 
Director  finds  that  there  is  good  cause 
for  making  these  amendments  effective 
less  than  30  days  after  their  publication 
in  the  Federal  Register. 

(Sec.  204,  Interstate  Commerce  Act,  49 
U.S.C.  304;  sec.  6,  Department  of  Transpor¬ 
tation  Act,  49  U.S.C.  1655;  delegations  of  au¬ 
thority  by  the  Secretary  of  Transportation 
and  the  Federal  Highway  Administrator  at  49 
CFR  1.48  and  389.4) 

Issued  on  December  26,  1972. 

Kenneth  L.  Pierson, 

Acting  Director,  Bureau  of 
Motor  Carrier  Safety. 

I.  Section  393.65  is  amended  by  adding 
the  following  new  paragraphs  (f)  and 

(g)  at  the  end  thereof: 

§  393.65  A11  fuel  systems. 

***** 

(f)  Fuel  lines.  A  fuel  line  which  is  not 
completely  enclosed  in  a  protective  hous¬ 
ing  must  not  extend  more  than  2  inches 
below  the  fuel  tank  or  its  sump.  Diesel 
fuel  crossover,  return,  and  withdrawal 
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lines  which  extend  below  the  bottom  of 
the  tank  or  sump  must  be  protected 
against  damage  from  impact.  Every  fuel 
line  must  be — 

(1)  Long  enough  and  flexible  enough 
to  accommodate  normal  movements  of 
the  parts  to  which  it  is  attached  without 
incurring  damage;  and 

(2)  Secured  against  chafing,  kinking, 
or  other  causes  of  mechanical  damage. 

(g)  Excess  flow  valve.  When  pressure 
devices  are  used  to  force  fuel  from  a  fuel 
tank,  a  device  which  prevents  the  flow  of 
fuel  from  the  fuel  tank  if  the  fuel  feed 
line  is  broken  must  be  installed  in  the 
fuel  system. 

II.  Section  393.67  is  amended  as  fol¬ 
lows: 

a.  The  heading  of  §  393.67  is  amended 
to  read  as  set  forth  below. 

b.  Paragraph  (c)(6)  is  deleted. 

c.  Paragraph  (c)  (5)  and  paragraph  (f ) 
are  revised  to  read  as  follows : 

§  393.67  Liquid  fuel  tanks. 

•  *  *  *  * 

(C)  *  *  * 

(5)  Fuel  withdrawal  fittings.  Except 
for  diesel  fuel  tanks,  the  fittings  through 
which  fuel  is  withdrawn  from  a  fuel  tank 
must  be  located  above  the  normal  level 
of  fuel  in  the  tank  when  the  tank  is  full. 

(6)  [Reserved]. 

*  *  *  *  • 

(f )  Certification.  Each  liquid  fuel  tank 
shall  be  legibly  and  permanently  marked 
with  the  month  and  year  of  its  manu¬ 
facture  and  with  a  certificate  that  it  con¬ 
forms  to  the  rules  in  this  section  appli¬ 
cable  to  the  tank.  The  certificate  for  a 
liquid  fuel  tank  manufactured  on  or  after 
July  1, 1973,  must  be  in  the  form  set  forth 
in  either  subpargaraph  (1)  or  (2)  below: 

(1)  If  a  tank  conforms  to  all  rules  in 
this  section  pertaining  to  side-mounted 
fuel  tanks.  “Meets  all  FHWA  side- 
mounted  tank  requirements.’’ 

(2)  If  a  tank  conforms  to  all  rules  in 
this  section  pertaining  to  tanks  which 
are  not  side-mounted  fuel  tanks.  “Meets  % 
all  FHWA  requirements  for  non-side- 
mounted  fuel  tanks.” 

The  form  of  certificate  specified  in  sub- 
paragraph  (1)  or  (2)  of  this  paragraph 
may  be  used  on  a  liquid  fuel  tank  manu¬ 
factured  before  July  1,  1973,  but  it  is 
not  mandatory  for  liquid  fuel  tanks  man¬ 
ufactured  before  that  date. 

[FR  Doc.72-22389  Filed  12-28-72;8:51  am] 

Title  50— WILDLIFE  AND 
FISHERIES 

Chapter  I — Bureau  of  Sport  Fisheries 

and  Wildlife,  Fish  and  Wildlife 

Service,  Department  of  the  Interior 
PART  33— SPORT  FISHING 
Salt  Plains  National  Wildlife  Refuge, 
Oklahoma 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (12-29-72) . 


§  33.5  Special  regulations;  sport  fishing; 
for  individual  wildlife  refuge  areas. 

Oklahoma 

SALT  PLAINS  NATIONAL  WILDLIFE  REFUGE 

Sport  fishing  on  the  Salt  Plains  Na¬ 
tional  Wildlife  Refuge,  Oklahoma,  is  per¬ 
mitted  only  on  areas  designated  by  signs 
as  open  to  fishing.  These  open  areas, 
comprising  7,800  acres,  are  delineated  on 
maps  available  at  refuge  headquarters, 
Jet,  Okla.,  and  from  the  Regional  Direc¬ 
tor,  Bureau  of  Sport  Fisheries  and  Wild¬ 
life.  Post  Office  Box  1306,  Albuquerque, 
NM  87103.  Sport  fishing  shall  be  in  ac¬ 
cordance  with  all  applicable  State  regu¬ 
lations  subject  to  the  following  special 
conditions : 

(1)  The  open  season  for  sport  fishing 
on  the  refuge  extends  from  April  15 
through  October  15,  1973,  inclusive,  in 
Great  Salt  Plains  Lake  as  posted,  in  Sand 
Creek,  the  three  main  channels  of  Salt 
Fork  River,  and  north  of  the  right-of- 
way  of  Oklahoma  State  Highway  11  as 
posted. 

(2)  It  is  illegal  to  take  game  fish  by 
any  means  other  than  hook  and  line. 
Trotlines  must  be  removed  from  waters 
at  the  close  of  the  fishing  season. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  fishing  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title 
50,  Code  of  Federal  Regulations,  Part  33, 
and  are  effective  through  December  31, 
1973. 

Ronald  S.  Sullivan, 
Refuge  Manager,  Salt  Plains 
National  Wildlife  Refuge,  Jet, 
Okla. 

December  12,  1972. 

[FR  Doc.72-22352  Filed  12-28-72; 8: 46  am] 


PART  33— SPORT  FISHING 

Anahuac  National  Wildlife  Refuge, 
Texas 

The  following  special  regulation  is 
issued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (12-29-72). 

§  33.5  Special  regulations;  sport  fishing; 
for  individual  wildlife  refuge  areas. 

Texas 

ANAHUAC  NATIONAL  WILDLIFE  REFUGE 

Sport  fishing  on  the  Anahuac  National 
Wildlife  Refuge,  Texas,  is  permitted  only 
on  the  areas  designated  by  signs  as  open 
to  fishing.  These  open  areas,  comprising 
30  acres  of  inland  water  and  7  miles  of 
shoreline,  are  delineated  on  maps  avail¬ 
able  at  refuge  headquarters,  Anahuac, 
Tex.,  and  from  the  Regional  Director, 
Bureau  of  Sport  Fisheries  and  Wildlife, 
Post  Office  Box  1306,  Albuquerque,  NM 
87103.  Sport  fishing  shall  be  in  accord¬ 
ance  with  all  applicable  State  regula¬ 
tions  subject  to  the  following  special 
conditions. 


(1)  The  open  season  for  inland  water 
sport  fishing  on  the  refuge  extends  from 
April  1  through  October  1973,  inclusive. 

(2)  Boats  and  floating  devices  may  not 
be  used  for  fishing  on  inland  waters. 

(3)  Trotlines,  throw  lines  or  setlines 
may  not  be  used  in  inland  waters. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  fishing  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  33, 
and  are  effective  through  December  31, 
1973. 

Russel  W.  Clapper, 
Refuge  Manager,  Anahuac  Na¬ 
tional  Wildlife  Refuge,  Ana¬ 
huac,  Tex. 

December  5,  1972. 

[FR  Doc.72-22349  Filed  12-28-72:8:46  am] 


PART  33— SPORT  FISHING 

Buffalo  Lake  National  Wildlife  Refuge, 

Texas 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (12-29-72). 

§  33.5  Special  regulations;  sport  fishing; 
for  individual  wildlife  refuge  areas. 

Texas 

BUFFALO  LAKE  NATIONAL  WILDLIFE  REFUGE 

Sport  fishing  on  the  Buffalo  Lake  Na¬ 
tional  Wildlife  Refuge,  Texas,  is  per¬ 
mitted  only  on  the  areas  designated  by 
signs  as  open  to  fishing.  These  open 
areas,  comprising  2,358  acres,  are  deline¬ 
ated  on  maps  available  at  refuge  head¬ 
quarters,  Umbarger,  Tex.,  and  from  the 
Regional  Director,  Bureau  of  Sport 
Fisheries  and  Wildlife,  Post  Office  Box 
1306,  Albuquerque,  NM  87103.  Sport 
fishing  shall  be  in  accordance  with  all 
applicable  State  regulations  subject  to 
the  following  special  condition: 

(1)  The  open  season  for  sport  fishing 
on  the  refuge  extends  from  April  1 
through  October  31,  1973,  inclusive,  on 
all  waters  of  the  Buffalo  Lake  National 
Wildlife  Refuge;  from  January  1  through 
February  28,  1973,  inclusive,  fishing  is 
suspended.  November  1  through  Decem¬ 
ber  31,  1973,  inclusive,  bank  fishing  is 
permitted  along  shorelines  lying  in  the 
northeast  V*  Sec.  108. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  fishing  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  33  and 
are  effective  through  December  31,  1973. 

Paul  E.  Ferguson, 
Refuge  Manager,  Buffalo  Lake 
National  Wildlife  Refuge, 
Umbarger,  Tex. 

December  13,  1972. 

[FR  Doc.72-22348  Filed  12-28-72:8:46  am] 
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Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 
INCOME  TAX 

Treatment  of  Distributions  to  Share¬ 
holders  of  Domestic  International 

Sales  Corporations 

Notice  is  hereby  given  that  the  regu¬ 
lations  set  forth  in  tentative  form  below 
are  proposed  to  be  prescribed  by  the 
Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the 
Treasury  or  his  delegate.  Prior  to  the 
final  adoption  of  such  regulations,  con¬ 
sideration  will  be  given  to  any  comments 
or  suggestions  pertaining  thereto  which 
are  submitted  in  writing  (preferably  six 
copies)  to  the  Commissioner  of  Internal 
Revenue,  Attention:  CC:LR:T,  Wash¬ 
ington,  D.C.  20224,  by  January  29,  1973. 
Any  written  comments  or  suggestions  not 
specifically  designated  as  confidential  in 
accordance  with  26  CFR  601.601(b)  may 
be  inspected  by  any  person  upon  writ¬ 
ten  request.  Any  person  submitting  writ¬ 
ten  comments  or  suggestions  who  desires 
an  opportunity  to  comment  orally  at  a 
public  hearing  on  these  proposed  regu¬ 
lations  should  submit  his  request,  in 
writing,  to  the  Commissioner  by  Janu¬ 
ary  29,  1973.  In  such  case,  a  public  hear¬ 
ing  will  be  held,  and  notice  of  the  time, 
place,  and  date  will  be  published  in  a 
subsequent  issue  of  the  Federal  Regis¬ 
ter,  unless  the  person  or  persons  who 
have  requested  a  hearing  withdraw  their 
request  for  a  hearing  before  notice  of  the 
hearing  has  been  filed  with  the  Office 
of  the  Federal  Register.  The  proposed 
regulations  are  to  be  issued  under  the 
authority  contained  in  section  7805  of 
the  Internal  Revenue  Code  of  1954  (68 A 
Stat.  917;  26  U.S.C.  7805). 

1  seal]  Johnnie  M.  Walters, 
Commissioner  of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  to  certain 
provisions  of  sections  995,  996,  and  997 
of  the  Internal  Revenue  Code  of  1954,  as 
added  by  section  501  of  the  Revenue  Act 
of  1971  (85  Stat.  535),  such  regulations 
are  amended  by  adding  the  following 
new  sections.  The  amendments  in  gen¬ 
eral  are  effective  for  taxable  years  end¬ 
ing  after  December  31,  1971. 

Paragraph  1.  The  following  new  sec¬ 
tions  are  inserted  immediately  after 
§  1.995  as  set  forth  in  the  notice  of  pro¬ 
posed  rule  making  published  at  37  F.R. 
18736  for  September  15, 1972. 

§  1.993—1  Taxation  of  DISC,  income  to 
shareholders. 

(a)  In  general.  (1)  Under  §  1.991-l<a> 
(as  proposed  in  37  F.R.  10366  for  May  20, 
1972),  a  corporation  which  is  a  DISC 


for  a  taxable  year  is  not  subject  to  any 
tax  imposed  by  Subtitle  A  of  the  Code 
(sections  1  through  1564)  for  the  taxable 
year,  except  for  the  tax  imposed  by 
Chapter  5  thereof  (sections  1491  through 
1494)  on  certain  transfers  to  avoid  tax. 

(2)  Under  section  995(a),  the  share¬ 
holders  of  a  DISC,  or  a  former  DISC,  are 
subject  to  taxation  on  the  earnings  and 
profits  of  the  DISC  in  accordance  with 
the  provisions  of  Chapter  1  of  the  Code 
generally  applicable  to  shareholders,  but 
subject  to  the  modifications  provided  in 
sections  995,  996,  and  997. 

(3)  Under  §  1.996-3,  three  divisions  of 
earnings  and  profits  of  a  DISC,  or  former 
DISC,  are  defined:  “accumulated  DISC 
income,”  “previously  taxed  income,”  and 
"other  earnings  and  profits."  Under 
§  1.995-2,  certain  amounts  of  the  DISC’S 
earnings  and  profits  are  deemed  to  be 
distributed  as  dividends  to  shareholders 
of  the  DISC  at  the  close  of  the  DISC’S 
taxable  year  in  which  such  earnings 
were  derived.  Such  deemed  distributions 
do  not  cause  a  reduction  in  the  DISC 
earnings  and  profits,  but  are  taken  into 
account  in  §  1. 996-3 (c)  as  an  increase  in 
previously  taxed  income.  To  the  extent 
the  DISC'S  earnings  and  profits  are  paid 
out  in  a  subsequent  distribution  which 
is,  under  §  1.996-1,  treated  as  made  out 
of  such  “previously  taxed  income”  they 
will  not  be  taxable  to  the  shareholders  a 
second  time. 

(4)  In  general,  “accumulated  DISC  in¬ 
come”  is  the  earnings  and  profits  of  the 
DISC  which  are  not  deemed  to  have  been 
distributed  and  which  may  be  deferred 
from  taxation  so  long  as  they  are  not 
actually  distributed  with  respect  to  its 
stock.  However,  deferral  of  taxation  on 
“accumulated  DISC  income”  may  be  ter¬ 
minated,  in  whole  or  in  part,  in  the  event 
of:  (i)  Producer's  loans  which  have  been 
converted  into  foreign  investment  (see 
§  1.995-2(a)  (5)  and  §  1.995-5) ;  (ii)  revo¬ 
cation  of  the  election  to  be  treated  as  a 
DISC  or  other  disqualification  (see 
§  1.995-3);  and  (iii)  certain  dispositions 
of  DISC  stock  in  which  gain  is  realized 
(see  §  1.995-4). 

(5)  Since  a  DISC  is  not  taxable  on  its 
taxable  income,  under  section  246(d)  and 
§  1.246-4  (to  be  proposed)  the  deduction 
otherwise  allowed  under  section  243  shall 
not  be  allowed  with  respect  to  a  dividend 
from  a  DISC,  or  former  DISC,  paid  or 
treated  as  paid  out  of  accumulated  DISC 
income  or  previously  taxed  income  or 
with  respect  to  a  deemed  distribution  in 
a  qualified  year  under  §  1.995-2 (a). 

( b)  Amounts  and  character  of  amounts 
includible  in  shareholder’s  gross  income. 
Each  shareholder  of  a  corporation  which 
is  a  DISC,  or  former  DISC,  shall  include 
in  his  gross  income — 

(1)  Amounts  actually  distributed  to 
him  that  are  includible  in  his  gross  in¬ 
come  in  accordance  with  paragraph  (c) 
of  this  section; 


(2)  Amounts  which,  pursuant  to 
§  1.995-2,  he  is  deemed  to  receive  as  a 
distribution  taxable  as  a  dividend  on  the 
last  day  of  each  of  the  corporation’s  tax¬ 
able  years  for  which  it  qualifies  as  a 
DISC; 

(3)  Amounts  which,  pursuant  to 
§  1.995-3,  he  is  deemed  to  receive  as  a 
distribution  taxable  as  a  dividend  in  the 
event  the  corporation  revokes  its  elec¬ 
tion  to  be  treated  as  a  DISC  or  otherwise 
is  disqualified  as  a  DISC,  and 

(4)  Gain  realized  on  certain  disposi¬ 
tions  of  stock  in  the  corporation  which, 
under  §  1.995-4,  is  includible  in  his  gross 
income  as  a  dividend. 

(c)  Treatment  of  actual  distributions. 

(1)  Except  as  provided  in  subparagraph 
(3)  of  this  paragraph,  amounts  actually 
distributed  to  a  shareholder  of  a  DISC, 
or  former  DISC,  with  respect  to  his  stock 
are  includible  in  his  gross  income  in 
accordance  with  section  301. 

(2)  Since  a  deemed  distribution  does 
not  reduce  the  earnings  and  profits  of  a 
DISC,  it  does  not  affect  the  determina¬ 
tion  as  to  whether  a  subsequent  actual 
distribution  is  a  “dividend”  under  sec¬ 
tion  316(a).  Since,  however,  the  amount 
of  a  deemed  distribution  increases  “pre¬ 
viously  taxed  income”  it  does  affect  the 
determination  as  to  whether  a  subse¬ 
quent  actual  distribution  is  excluded  (as 
described  in  subparagraph  (3)  of  this 
paragraph)  from  gross  income. 

(3)  Under  §  1.996-1(0,  the  amount  of 
any  actual  distribution  (including  a  de¬ 
ficiency  distribution  made  pursuant  to 
§  1.992-3,  as  proposed  in  37  F.R.  18477 
for  September  12,  1972)  with  respect  to 
stock  in  a  DISC,  or  former  DISC,  which 
is  treated  under  §  1.996-1  as  made  out  of 
previously  taxed  income,  is  excluded  by 
the  distributee  from  gross  income,  but 
only  to  the  extent  that  such  amount  does 
not  exceed  the  adjusted  basis  of  the  dis¬ 
tributee’s  stock.  Under  §  1.996-5(b),  that 
portion  of  any  actual  distribution  which 
is  treated  as  made  out  of  previously 
taxed  income  shall  be  applied  against 
and  reduce  the  adjusted  basis  of  the  stock 
and,  to  the  extent  that  it  exceeds  the 
adjusted  basis  of  the  stock,  it  shall  be 
treated  as  gain  from  the  sale  or  exchange 
of  property. 

(4)  A  deficiency  distribution  pursuant 
to  §  1.992-3  (as  proposed  in  37  F.R.  18477 
for  Sept.  12,  1972)  may  be  made  after 
the  close  of  the  DISC’S  taxable  year  with 
respect  to  which  it  is  made.  The  deter¬ 
minations  as  to  whether  such  deficiency 
distribution  is  a  dividend  under  section 
301  and  as  to  which  division  of  earnings 
and  profits  is  the  source  thereof  depend 
upon  the  status  of  the  DISC’S  earnings 
and  profits  account  and  divisions  thereof 
at  the  time  distribution  is  actually  made. 
See  §  1.996-1  (d)  for  the  priority  of  such 
deficiency  distribution  over  other  actual 
distributions  made  during  the  same  tax¬ 
able  year. 
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§  1.995—2  Deemed  distributions  in  qual¬ 
ified  years. 

(a)  General  rule.  Under  section  995 

(b)(1),  each  shareholder  of  a  DISC  shall 
be  treated  as  having  received  a  distribu¬ 
tion  taxable  as  a  dividend  with  respect 
to  his  stock  on  the  last  day  of  each  tax¬ 
able  year  of  the  DISC,  in  an  amount 
which  is  equal  to  his  pro  rata  share  of 
the  sum  (as  limited  by  the  earnings  and 
profits  limitation  of  paragraph  (b)  of 
this  section),  of  the  following  five  items: 

(1)  An  amount  equal  to  the  gross  in¬ 
terest  derived  by  the  DISC  during  such 
year  from  producer's  loans  (as  defined 
in  §  1.993-4,  as  proposed  37  F.R.  20863 
for  Oct.  4,  1972) . 

(2)  An  amount  equal  to  the  lower  of — 

(i)  Any  gain  recognized  by  the  DISC 
during  such  year  on  the  sale  or  exchange 
of  property  (other  than  property  which 
in  the  hands  of  the  DISC  is  a  qualified 
export  asset)  which  was  previously  trans¬ 
ferred  to  it  in  a  transaction  in  which 
the  transferor  did  not  recognize  gain 
in  whole  or  in  part,  or 

(ii)  The  amount  of  the  transferor’s 
gain  which  was  not  recognized  on  the 
previous  transfer  of  the  property  to  the 
DISC. 

See  paragraph  (d)  of  this  section  for 
special  rules  with  respect  to  certain  tax- 
free  acquisitions  of  property  by  the  DISC. 

(3)  An  amount  equal  to  the  lower  of — 

(i)  Any  gain  recognized  by  the  DISC 
during  such  year  on  the  sale  or  exchange 
of  property  which  in  the  hands  of  the 
DISC  is  a  qualified  export  asset  (other 
than  stock  in  trade  or  property  described 
in  section  1221(1) )  and  which  was  previ¬ 
ously  transferred  to  the  DISC  in  a  trans¬ 
action  in  which  gain  was  not  recognized 
in  whole  or  in  part,  or 

(ii)  The  amount  of  the  transferor’s 
gain  which  was  not  recognized  on  the 
previous  transfer  of  the  property  to  the 
DISC  and  which  would  have  been  in¬ 
cludible  in  the  transferor’s  gross  income 
as  ordinary  income  if  its  entire  realized 
gain  had  been  recognized  upon  the 
transfer. 

See  paragraph  (d)  of  this  section  for 
special  rules  with  respect  to  certain  tax- 
free  acquisitions  of  property  by  the 
DISC. 

(4)  An  amount  equal  to  one-half  of 
the  excess  (if  any)  of  the  taxable  income 
of  the  DISC  for  such  year  computed  as 
provided  in  §  1.991—1  (b)  (1)  (as  proposed 
in  37  F.R.  10366  for  May  20,  1972)  over 
the  sum  of  the  amounts  deemed  dis¬ 
tributed  for  the  taxable  year  in  accord¬ 
ance  with  subparagraphs  (1),  (2),  and 

(3)  of  this  paragraph. 

(5)  The  amount  of  foreign  investment 
attributable  to  producer's  loans  of  the 
DISC,  as  of  the  close  of  the  “group  tax¬ 
able  year”  ending  with  such  taxable  year 
of  the  DISC,  determined  in  accordance 
with  §  1.995-5  (as  proposed  in  37  F.R. 
18737  for  Sept.  15,  1972).  The  amount 
of  such  foreign  investment  attributable 
to  producer’s  loans  so  determined  for  any 
taxable  year  of  a  former  DISC  shall  be 
deemed  distributed  as  a  dividend  to  the 
shareholders  of  such  former  DISC  on 
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the  last  day  of  such  taxable  year.  See 
§  1.995-3  (e)  for  the  effect  that  such 
deemed  distribution  has  on  scheduled  in¬ 
stallments  of  deemed  distributions  of 
accumulated  DISC  income  under 
§  1.995-3 (a)  upon  disqualification. 

(b)  Limitation  on  amount  of  deemed 
distributions  under  section  995(b)(1). 
The  total  amount  which  under  para¬ 
graph  (a)  of  this  section  is  deemed  dis¬ 
tributed  to  each  shareholder  as  a  divi¬ 
dend  for  any  taxable  year  of  the  cor¬ 
poration  shall  be  limited  as  follows: 

(1)  The  sum  of  the  amounts  described 
in  paragraph  (a)  (1),  (2),  (3),  and  (4) 
of  this  section  shall  not  exceed  earnings 
and  profits  for  such  year,  and 

(2)  The  amount  of  foreign  investment 
attributable  to  producer’s  loans  of  the 
DISC  described  in  paragraph  (a)(5)  of 
this  section  shall  not  exceed  the  corpora¬ 
tion’s  accumulated  earnings  and  profits 
at  the  beginning  of  such  year,  if  any,  plus 
any  excess  of  the  DISC’S  earnings  and 
profits  for  such  year  over  the  sum  of  the 
amounts  described  in  paragraph  (a)  (1) 
through  (4)  of  this  section.  Thus,  for  ex¬ 
ample,  if  a  DISC  has  a  deficit  in  accumu¬ 
lated  earnings  and  profits  at  the  begin¬ 
ning  of  a  taxable  year  of  $10,000,  current 
earnings  and  profits  of  $12,000,  no 
amounts  described  in  paragraph  (a)  (1) 
through  (4)  of  this  section  for  the  year, 
and  foreign’  investment  attributable  to 
producer’s  loans  for  the  taxable  year  of 
$5,000,  the  DISC  would  have  a  deemed 
distribution  described  in  paragraph  (a) 
(5)  of  this  section  of  $5,000  for  the  tax¬ 
able  year.  On  the  other  hand,  if  the  DISC 
had  accumulated  earnings  and  profits  of 
$10,000  at  the  beginning  of  the  taxable 
year,  a  deficit  in  earnings  and  profits  for 
the  taxable  year  of  $12,000,  no  amounts 
described  in  paragraph  (a)  (1)  through 

(4)  of  this  section  for  the  taxable  year, 
and  foreign  investment  attributable  to 
producer’s  loans  for  the  taxable  year  of 
$5,000,  the  DISC  would  have  no  deemed 
distribution  described  in  paragraph  (a) 

(5)  of  this  section  because  the  current 
year’s  deficit  in  earnings  and  profits 
would  reduce  the  accumulated  earnings 
and  profits  below  zero.  For  rules  relating 
to  the  carryover  of  the  $5,000  of  foreign 
investment  attributable  to  producer’s 
loans,  see  §  1.995-5 (a)  (6). 

(c)  Examples.  Paragraphs  (a)  and  (b) 
of  this  section  may  be  illustrated  by  the 
following  examples: 

Example  (1).  Y  is  a  corporation  which 
uses  the  calendar  year  as  its  taxable  year  and 
which  elects  to  be  treated  as  a  DISC  begin¬ 
ning  with  1972.  X  is  its  sole  shareholder.  In 
1972,  X  transfers  certain  property  to  Y  in 
exchange  for  Y’s  stock  in  a  transaction  in 
which  X  does  not  recognize  gain  or  loss  by 
reason  of  the  application  of  section  351(a). 
Included  in  the  property  transferred  to  Y 
is  depreciable  property  described  in  para¬ 
graph  (a)  (3)  of  this  section  on  which  X 
realizes,  but  does  not  recognize  by  reason 
of  the  application  of  section  1245(b)(3),  a 
gain  of  $20,000.  If  X  had  sold  such  property 
for  cash,  the  $20,000  gain  would  have  been 
recognized  as  ordinary  income  under  section 
1245.  Also  included  in  the  transfer  to  Y  is 
100  shares  of  stock  in  a  third  corporation 
(which  is  not  a  related  foreign  export  corpo¬ 
ration)  on  which  X  realizes,  but  does  not 
recognize,  a  gain  of  $5,000.  In  1973,  Y  sells 
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such  property  and  recognizes  a  gain  of  $25,- 
000  on  the  depreciable  property  and  $8,000 
on  the  100  shares  of  stock.  Y  has  accumu¬ 
lated  earnings  and  profits  at  the  beginning 
of  1973  of  $5,000,  earnings  and  profits  for 
1973  of  $72,000,  and  taxable  income  for  1973 
of  $100,000.  Under  these  facts  and  the  addi¬ 
tional  facts  assumed  in  the  table  below,  X 
is  treated  as  having  received  a  deemed  dis¬ 
tribution  taxable  as  a  dividend  of  $76,000 
on  December  31,  1973. 


(1)  Gross  interest  derived  by  Y  in 

1973  from  producer's  loans__  $7, 000 

(2)  Amount  of  gain  on  depreciable 

property  (lower  of  Y’s  recog¬ 
nized  gain  ($25,000)  and  X’s 
gain  not  recognized  on  section 
1245  property  ($20,000)) _  20,000 

(3)  Amount  of  gain  on  stock  (lower 

of  Y’s  recognized  gain  ($8,000) 
or  X’s  gain  not  recognized 
($5,000))  _ _ _  5,000 

(4)  One-half  excess  of  taxable  in¬ 

come  for  1973  over  the  sum  of 
lines  (1),  (2),  and  (3)  («/2  of 
($100,000  minus  $32,000) ).__  34,000 

(5)  Earnings  and  profits  limitation 

on  lines  (1)  through  (4) : 

(a)  Sum  of  lines  (1)  through 

(4)  _ _ _  66,  000 

(b)  Earnings  and  profits  for  1973-  72,  000 

(c)  Lower  of  lines  (a)  and  (b) _  66,000 

(6)  Amount  under  paragraph  (a) 

(5)  of  this  section: 

(a)  Foreign  investment  attributa¬ 
ble  to  producer’s  loans  un¬ 
der  §  1.995-5 _  10,000 


(b)  Sum  of  accumulated  earnings 
and  profits  at  beginning  of 
1973  ($5,000)  and  excess  of 


earnings  and  profits  for  1973 
over  line  (5)  (c)  ($72,000  mi¬ 
nus  $66,000) _  11,000 

(c)  Lower  of  lines  (a)  and  (b) _ 10,000 


(7)  Total  deemed  distribution  (sum 

of  lines  (5)  (c)  and  (6)  (c) ) _  76,000 


Example  (2).  Assume  the  facts  are  the 
same  as  in  example  (1),  except  that  earn¬ 
ings  and  profits  for  1973  amount  to  only 
$60,000.  Under  these  facts,  X  is  treated  as 
receiving  a  deemed  distribution  as  a  dividend 
of  $65,000  on  December  31,  1973,  determined 
as  follows: 

(5)  Earnings  and  profits  limitation 
on  lines  (1)  through  (4): 

(a)  Line  (5)  (a)  of  example  (1) _ $66,000 


(b)  Earnings  and  profits  for  1973.  60, 000 

(c)  Lower  of  lines  (a)  and  (b) _  60,000 

(6)  Amount  under  pai<tgraph  (a) 

(5)  of  this  section: 

(a)  Line  (6)  (a)  from  example 

(1)  . .  10,000 


(b)  Sum  of  accumulated  earnings 
and  profits  at  beginning  of 
1973  ($5,000)  and  excess  of 
earnings  and  profits  for  1973 
over  line  (5)  (c)  ($60,000 


minus  $60,000) _  5,  000 

(c)  Lower  of  lines  (a)  and  (b) _  5,  000 


(7)  Total  deemed  distributions  (sum 

of  lines  (5)  (c)  and  (6)  (c) ) _  65,000 


Example  ( 3 ).  Assume  the  facts  are  the 
same  as  in  example  (1)  except  that  Y  has 
a  deficit  in  accumulated  earnings  and  profits 
at  the  beginning  of  1973  of  $4,000.  Under 
these  facts,  X  is  treated  as  receiving  a 
deemed  distribution  taxable  as  a  dividend 
in  the  amount  of  $72,000  on  December  31, 
1973,  determined  as  follows: 

(5)  Earnings  and  profits  limitation 
on  lines  (1)  through  (4)  : 

(a)  Line  (5)  (a)  of  example  (1) _ $66,000 

(b)  Earnings  and  profits  for  1973.  72,  000 

(c)  Lower  of  lines  (a)  and  (b) _  66,000 
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(C)  Amount  under  paragraph  (a) 

(5)  of  this  section: 

(a)  Line  (6)  (a)  of  example  (1) _ 10,000 

(b)  Sum  of  accumulated  earnings 

and  profits  at  beginning  of 

1973,  if  any  ($0),  and 
excess  of  earnings  and 
profits  for  1973  over  amount 
in  line  (5)(c)  ($72,000 

minus  $66.000) _  6,000 

(c)  Lower  of  lines  (a)  and  (b) _  6,000 


(7)  Total  deemed  distribution  (sum 

of  lines  (5)  (c)  and  (6)  (c) ) ..  72,  000 

(d)  Special  rules  for  certain  tax-free 
acquisitions  of  property  by  the  DISC.  (1) 
For  purposes  of  paragraph  (a)  (2)  (i)  and 
(3^  (i>  of  this  section,  if — 

(1)  A  DISC  acquires  property  in  a  first 
transaction  and  in  a  second  transaction 
it  disposes  of  such  property  and, 

(ii)  By  reason  of  the  application  of 
section  1031  (relating  to  like-kind  ex¬ 
changes)  or  section  1033  (relating  to  in¬ 
voluntary  conversions),  the  basis  in  the 
DISC'S  hands  of  other  property  acquired 
in  such  second  transaction  is  determined 
in  whole  or  in  part  with  reference  to  the 
basis  of  the  property  acquired  in  the  first 
transaction, 

then  upon  a  disposition  of  such  other 
property  in  a  third  transaction  by  the 
DISC  such  other  property  shall  be  treated 
as  though  it  had  been  transferred  to  the 
DISC  in  the  first  transaction.  Thus,  if 
the  first  transaction  is  a  purchase  of  the 
property  for  cash,  then  paragraph  (a) 

(2)  and  (3)  of  this  section  will  not  apply 
to  a  sale  by  the  DISC  of  the  other  prop¬ 
erty  acquired  in  the  second  transaction. 

(2)  For  purposes  of  paragraph  (a)  (2) 
(i)  and  (3)  (i)  of  this  section,  if  a  DISC 
acquires  property  in  a  first  transaction 
and  it  transfers  such  property  to  a  trans¬ 
feree  DISC  in  a  second  transaction  in 
which  the  transferor  DISC'S  gain  is  not 
recognized  in  whole  or  in  part,  then  such 
property  shall  be  treated  as  though  it 
had  been  transferred  to  the  transferee 
DISC  in  the  same  manner  in  which  it  was 
acquired  in  the  first  transaction  by  the 
transferor  DISC.  For  example,  if  X  and 

Y  both  qualify  as  DISC’S  and  X  transfers 
property  to  Y  in  a  second  transaction  in 
which  gain  or  loss  is  not  recognized,  para¬ 
graph  (a)  (2)  or  (3)  of  this  section  does 
not  apply  to  a  sale  of  such  property  by 

Y  in  a  third  transaction  if  X  had  ac¬ 
quired  the  property  in  a  first  transaction 
by  a  purchase  for  cash.  If,  however,  X 
acquired  the  property  from  a  transferor 
other  than  a  DISC  in  the  first  transac¬ 
tion  in  which  the  transferor’s  realized 
gain  was  not  recognized,  then  paragraph 

(a)  (2)  or  (3)  of  this  section  may  apply 
to  the  sale  by  Y  if  the  other  conditions 
of  such  paragraph  (a)  (2)  or  (3)  are  met. 

(3)  If  a  DISC  acquires  property  in  a 
second  transaction  described  in  subpara¬ 
graph  (1)  or  (2)  of  this  paragraph  in 
which  it  (or,  in  the  case  of  a  second  tran¬ 
saction  described  in  subparagraph  (2)  of 
this  paragraph,  the  transferor  DISC)  re¬ 
cognizes  a  portion  (but  not  all)  of  the 
realized  gain,  then  the  amount  described 
in  paragraph  (a)  (2)  (ii)  or  (a)  (3)  <ii) 
of  this  section  with  respect  to  a  disposi¬ 
tion  by  the  DISC  of  such  acquired  prop¬ 
erty  in  a  third  transaction  shall  not  ex¬ 
ceed  the  transferor’s  gain  which  was  not 


recognized  on  the  first  transaction  minus 
the  amount  of  gain  recognized  by  the 
DISC  (or  transferor  DISC)  on  the  second 
transaction. 

(4)  The  provisions  of  this  paragraph 
may  be  illustrated  by  the  following  ex¬ 
amples: 

Example  (1).  X  and  Y  are  corporations 
each  of  which  qualifies  as  a  DISC  and  uses 
the  calendar  year  as  Its  taxable  year.  In 
1972,  X  acquires  section  1245  property  in  a 
first  transaction  in  which  the  transferor’s 
entire  realized  gain  of  $17  is  not  recognized. 
In  1973,  X  transfers  such  property  to  Y  in  a 
second  transaction  in  which  X  realizes  a  gain 
of  $20  of  which  only  $4  is  recognized.  (On 
Dec.  31,  1973  X’s  shareholders  are  treated  as 
having  received  a  deemed  distribution  of  a 
dividend  which  includes  such  $4  under  para¬ 
graph  (a)  (3)  of  this  section,  provided  the 
earnings  and  profits  limitation  in  paragraph 
(b)  of  this  section  is  met.)  In  a  third  trans¬ 
action  in  1974,  Y  sells  such  property  and  rec¬ 
ognizes  a  gain  of  $25.  With  respect  to  Y’s 
shareholders  on  Dec.  31,  1974,  the  amount 
described  in  paragraph  (a)  (3)  (ii)  of  this 
section  would  be  limited  to  $13,  which  is  the 
amount  of  the  transferor’s  gain  which  was 
not  recognized  on  the  first  transaction  ($17) 
minus  the  amount  of  gain  recognized  by  X 
on  the  second  transaction  ($4) . 

Example  (2).  Z  is  a  DISC  using  the  calen¬ 
dar  year  as  its  taxable  year.  In  a  first  trans¬ 
action  in  1972,  in  exchange  for  its  stock,  Z 
acquires  section  1245  property  from  A,  an  in¬ 
dividual  who  is  its  sole  shareholder,  in  a 
transaction  in  which  A  s  realized  gain  of  $30 
is  not  recognized  by  reason  of  the  application 
of  section  351(a).  In  a  second  transaction 
in  1973,  Z  exchanges  such  property  for  other 
property  in  a  like-kind  exchange  to  which 
section  1031(b)  applies  and  recognizes  $10 
of  a  realized  gain  of  $35.  (On  December  31, 
1973,  A  is  treated  as  having  received  a  deemed 
distribution  of  a  dividend  which  includes 
such  $10  under  paragraph  (a)  (3)  of  this  sec¬ 
tion,  provided  the  earnings  and  profits  limita¬ 
tion  in  paragraph  (b)  of  this  section  is  met.) 
In  a  third  transaction  in  1974,  Z  sells  the 
property  acquired  in  the  like-kind  exchange 
and  recognizes  a  gain  of  $25.  With  respect  to 
A  on  December  31, 1974,  the  amount  described 
in  paragraph  (a)  (3)  (11)  of  this  section  is 
limited  to  $20,  which  is  the  amount  of  A’s 
gain  which  was  not  recognized  on  the  first 
transaction  ($30)  minus  the  amount  of  gain 
recognized  by  Z  and  deemed  distributed  to 
A  on  the  second  transaction  ($10). 

(e)  Carryback  of  net  operating  loss 
and  capital  loss  to  prior  DISC  taxable 
year.  For  purposes  of  sections  991,  995, 
and  996,  the  amount  of  the  deduction 
for  the  taxable  year  under  section  172 
for  a  net  operating  loss  carryback  or 
carryover  or  under  section  1212  for  a 
capital  loss  carryback  or  carryover  shall 
be  determined  in  the  same  manner  as  if 
the  DISC  were  a  domestic  corporation 
which  had  not  elected  to  be  treated  as  a 
DISC.  Thus,  the  amount  of  the  deduction 
will  be  the  same  whether  or  not  the  cor¬ 
poration  was  a  DISC  in  the  year  of  the 
loss  or  in  the  year  to  which  the  loss  Is 
carried.  For  provisions  setting  forth  ad¬ 
justments  to  the  DISC’S,  or  former 
DISC’S,  deemed  distributions,  adjust¬ 
ments  to  its  divisions  of  earnings  and 
profits,  and  other  tax  consequences  aris¬ 
ing  from  such  carrybacks,  see  I  1.996-8. 

§  1.993—3  Diolriliulions  upon  disqualifi¬ 
cation. 

•  a)  General  rule.  Under  section  995 
<b)(2),  a  shareholder  of  a  corporation 


which  is  disqualified  from  being  a  DISC, 
either  because  pursuant  to  §  1.992-2(e) 
(2)  (as  proposed  in  37  F.R.  18477  for 
September  12,  1972)  it  revoked  its  elec¬ 
tion  to  be  treated  as  a  DISC  or  because 
it  has  failed  to  satisfy  the  requirements 
to  be  a  DISC  as  set  forth  in  §  1.992-1  (as 
proposed  in  37  F.R.  10368  for  May  20, 
1972)  to  be  a  DISC  for  a  taxable  year, 
shall  be  deemed  to  have  received  (at  the 
times  specified  in  paragraph  (b)  of  this 
section)  distributions  taxable  as  divi¬ 
dends  aggregating  an  amount  equal  to 
his  pro  rata  share  of  the  accumulated 
DISC  income  (as  defined  in  §  1.996-3  (b) ) 
of  such  corporation  which  was  accumu¬ 
lated  during  the  immediately  preceding 
consecutive  taxable  years  for  which  the 
corporation  was  a  DISC.  The  pro  rata 
share  referred  to  in  the  preceding  sen¬ 
tence  shall  be  determined  as  of  the  close 
of  the  last  of  such  consecutive  taxable 
years  for  which  the  corporation  was  a 
DISC. 

(b)  Time  of  receipt  of  deemed  distri¬ 
butions.  Distributions  described  in  para¬ 
graph  (a)  of  this  section  shall  be  deemed 
to  be  received  in  equal  installments  on 
the  last  day  of  each  of  the  10  taxable 
years  of  the  corporation  following  the 
year  of  the  disqualification  described  in 
paragraph  (a)  of  this  section,  except  that 
in  no  case  may  the  number  of  equal  in¬ 
stallments  exceed  the  number  of  the  im¬ 
mediately  preceding  consecutive  taxable 
years  for  which  the  corporation  was  a 
DISC. 

(c)  Transfers  of  shares.  Deemed  distri¬ 
butions  are  includible  under  paragraphs 
(a)  and  (b)  of  this  section  in  a  share¬ 
holder’s  gross  income  as  a  dividend  only 
so  long  as  he  continues  to  hold  the  shares 
with  respect  to  which  the  distribution  is 
deemed  made.  Thus,  the  transferee  of 
such  shareholder  will  include  in  his  gross 
income  under  paragraphs  (a)  and  (b)  of 
this  section  the  remaining  installments 
of  the  deemed  distribution  which  the 
transferor  would  have  included  in  his 
gross  income  as  a  dividend  had  he  not 
transferred  the  shares.  However,  if  the 
transferee  acquires  the  shares  in  a  trans¬ 
action  in  which  the  transferor’s  gain  is 
treated  under  §  1.995-4  in  whole  or  in 
part  as  a  dividend,  then  under  §  1.996-4 

(a)  such  transferee  does  not  include  sub¬ 
sequent  installments  in  his  gross  income 
to  the  extent  that  the  transferee  treats 
such  subsequent  installments  as  made 
out  of  previously  taxed  income. 

< d)  Effect  of  requalification.  Deemed 
distributions  under  paragraphs  (a)  and 
<b)  of  this  section  continue  and  are  in¬ 
cludible  in  gross  income  as  dividends  by 
the  shareholders  whether  or  not  the  cor¬ 
poration  subsequently  requalifies  and  is 
treated  as  a  DISC. 

(e)  Effect  of  actual  distributions  and 
deemed  distributions  under  section  995 

(b)  (1)  ( E ) .  If,  during  the  period  a  share¬ 
holder  of  a  DISC  is  taking  into  account 
deemed  distributions  under  paragraphs 
(a)  and  (b)  of  this  section,  an  actual 
distribution  is  made  to  him  out  of  accu¬ 
mulated  DISC  income  or  a  deemed  dis¬ 
tribution  because  of  foreign  investment 
attributable  to  producer’s  loans  is  made 
under  8  1.995-2  (a)  (5)  out  of  accumu¬ 
lated  DISC  income,  such  actual  or 
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deemed  distribution  shall  first  reduce  the 
last  installment  of  the  deemed  distribu¬ 
tions  scheduled  to  be  included  in  the 
shareholder’s  gross  income  as  a  dividend, 
and  then  the  preceding  scheduled  in¬ 
stallments  in  reverse  order.  If  deemed 
distributions  are  scheduled  to  be  in¬ 
cluded  in  gross  income  for  two  or  more 
disqualifications,  an  actual  distribution 
or  a  deemed  distribution  under  §  1.995-2 

(a)  (5)  which  is  treated  as  made  out  of 
accumulated  DISC  income  reduces  the 
deemed  distributions  resulting  from  the 
earlier  disqualification  first. 

(f)  Examples.  This  section  may  be  il¬ 
lustrated  by  the  following  examples: 

Example  (1) .  X  corporation,  which  uses  the 
calendar  year  as  its  taxable  year  elects  to  be 
treated  as  a  DISC  beginning  with  1972.  X 
qualifies  as  a  DISC  for  taxable  years  1972 
through  1975,  but,  pursuant  to  S  1.992-2(e) 
(2) ,  revokes  its  election  as  of  January  1,  1976, 
and  is  disqualified  as  a  DISC.  On  that  date, 
X  has  $24,000  of  accumulated  DISC  income. 
X’s  shareholders  will  be  deemed  to  receive 
$6,000  in  distributions  taxable  as  a  dividend 
on  the  last  day  of  each  of  X’s  4  succeeding 
taxable  years  (1977,  1978,  1979,  and  1980). 

Example  (2) .  Assume  the  same  facts  as  in 
example  (1),  except  that  in  1978  X  makes  an 
actual  distribution  of  $22,000  to  its  share¬ 
holders  of  which  $10,000  is  treated  under 
S  1.996-1  as  made  out  of  accumulated  DISC 
Income.  (The  remaining  $12,000  of  such  dis¬ 
tribution  is  treated  as  paid  out  of  previously 
taxed  income.)  The  actual  distribution 
would  first  reduce  the  $6,000  deemed  distri¬ 
bution  scheduled  for  1980  to  zero  and  then 
reduce  the  $6,000  deemed  distribution  sched¬ 
uled  for  1979  to  $2,000.  Thus,  X’s  share¬ 
holders  Include  in  1978,  $16,000  in  gross  in¬ 
come  as  dividends  ($10,000  of  actual  distri¬ 
butions  and  the  $6,000  deemed  distribution 
scheduled  for  that  year)  and  $2,000  as  a  divi¬ 
dend  in  1979. 

Example  ( 3) .  Assume  the  same  facts  as  in 
example  (2) ,  except  that  X  requalifies  as  a 
DISC  for  taxable  year  1977  during  which  it 
accumulates  $7,000  of  DISC  Income,  but  is 
again  disqualified  in  1978.  In  1977,  X’s  share¬ 
holders  Include  in  gross  Income  as  dividends 
the  $6,000  deemed  distribution  upon  dis¬ 
qualification  (without  regard  to  deemed  dis¬ 
tributions,  if  any,  under  I  1.995-2  for  1977 
when  it  was  treated  as  a  DISC) .  The  actual 
distribution  in  1978  still  reduces  the  install¬ 
ments  resulting  from  the  earlier  disqualifica¬ 
tion.  Thus,  in  1978,  X’s  shareholders  include 
$16,000  in  gross  Income  as  dividends  as  in 
example  (2).  In  1979,  X’s  shareholders  in¬ 
clude  $9,000  in  gross  Income  as  dividends 
(the  final  Installment  of  $2,000  from  the 
earlier  disqualification  plus  the  single  deemed 
distribution  of  $7,000  resulting  from  the 
later  disqualification) . 

§  1.995—4  Cain  on  certain  dispositions 
of  stock  in  a  DISC. 

(a)  Purpose.  Under  section  995(c),  if 
a  shareholder  disposes  of  stock  in  a  DISC 
or  former  DISC  in  a  transaction  in  which 
gain  is  recognized,  part  or  all  of  such  gain 
is  Includible  in  his  gross  income  as  a 
dividend  to  the  extent  provided  in  para¬ 
graph  (b)  of  this  section.  If  a  share¬ 
holder  disposes  of  such  stock  in  a  trans¬ 
action  in  which  gain  is  not  recognized, 
part  or  all  of  such  gain  otherwise  not 
recognized  is,  under  section  995(c),  rec¬ 
ognized  and  includible  in  his  gross  in¬ 
come  as  a  dividend  to  the  extent  pro¬ 
vided  in  paragraph  (c)  of  this  section. 
The  purpose  of  the  provisions  of  section 
995(c)  and  this  section  is  to  insure  that 
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accumulated  DISC  income,  the  taxation 
of  which  is  deferred  by  reason  of  sections 
991  and  995,  eventually  becomes  subject 
to  tax,  at  ordinary  income  rates.  There¬ 
fore,  to  the  extent  that  an  amount  of 
gain  recognized  on  a  disposition  of  DISC 
stock  reflects  such  deferred  accumulated 
DISC  income  such  amount  is  to  be 
treated  as  a  dividend  in  order  to  elimi¬ 
nate  tax  avoidance  potential  arising 
from  the  fact  that  the  basis  of  such  stock 
will  be  increased  in  the  hands  of  the 
purchaser.  In  the  case  of  certain  trans¬ 
actions  in  which  gain  is  not  recognized, 
such  tax  avoidance  potential  arises  not 
from  an  increased  basis,  but  rather  from 
the  possible  absorption  by  a  non-DISC 
entity  of,  and  therefore  disappearance 
of,  special  DISC  tax  attributes  (e.g.,  ac¬ 
cumulated  DISC  income)  that  insure 
ultimate  taxability  at  ordinary  income 
rates.  Therefore,  gain  realized  in  a  non- 
taxable  disposition  will  be  treated  as  a 
dividend  to  the  extent  it  reflects  accumu¬ 
lated  DISC  income  but  only  where,  as 
part  of  the  transaction,  the  DISC  tax 
attributes  no  longer  exist  in  a  corporation 
qualified  as  a  DISC.  For  provisions  which 
disallow  the  deduction  under  section  243 
for  dividends  under  this  section,  see 
§  1.246-4  (to  be  proposed) . 

(b)  Sale  or  exchange  of  DISC  stock — 
(1)  In  general.  Under  the  first  sentence 
of  section  995(c),  if  a  shareholder  dis¬ 
poses  of  stock  in  a  DISC,  or  former 
DISC,  then  any  gain  recognized  on  such 
disposition  shall  be  included  in  his  gross 
income  as  a  dividend  notwithstanding 
any  other  provision  of  the  Code,  to  the 
extent  of  the  amount  of  accumulated 
DISC  income  which  is  attributable  to 
such  stock  and  which  was  accumulated 
in  taxable  years  of  such  corporation 
during  the  period  or  periods  such  stock 
was  held  or  treated  under  paragraph 
(d)  of  this  section  as  held  by  such  share¬ 
holder.  To  the  extent  his  recognized  gain 
exceeds  such  amount  of  accumulated 
DISC  income,  it  is  taxable  as  gain  from 
the  sale  or  exchange  of  the  stock. 

(2)  Nonapplication  of  subparagraph 
(I).  The  provisions  of  subparagraph  (1) 
of  this  paragraph  do  not  apply  (i)  to 
the  extent  gain  is  not  recognized  (such 
as,  for  example,  in  the  case  of  a  gift  or 
an  exchange  of  stock  to  which  section 
354  applies)  and  (ii)  to  the  amount  of 
any  recognized  gain  which  is  taxable 
as  a  dividend  (such  as,  for  example,  un¬ 
der  section  301  or  356(a)  (2) )  or  as  gain 
from  the  sale  or  exchange  of  property 
which  is  not  a  capital  asset.  The  amount 
taxable  as  a  dividend  under  section  301 
or  356(a)  (2)  is  subject  to  the  rules 
provided  in  §  1.995-1  (c)  for  the  treat¬ 
ment  of  actual  distributions  by  a  DISC. 

(c)  Certain  exchanges  in  which  gain 
is  not  recognized — (1)  General.  Under 
the  second  sentence  of  section  995(c), 
if  stock  in  a  corporation  which  is  a  DISC, 
or  former  DISC,  is  disposed  of  in  a  trans¬ 
action  in  which  its  separate  corporate 
existence  as  a  DISC,  or  former  DISC,  is 
terminated  then,  notwithstanding  any 
other  provision  of  the  Code,  any  gain 
realized  on  such  transaction  shall  be 
recognized  and  Includible  in  the  trans¬ 
feror’s  gross  Income  as  a  dividend,  but 
only  to  the  extent  that  such  gain — 
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(1)  Would  not  have  been  recognized 
but  for  the  provisions  of  this  paragraph, 
and 

(ii)  Does  not  exceed  the  amount  of 
the  accumulated  DISC  income  of  such 
corporation  attributable  to  such  stock 
and  which  was  accumulated  in  taxable 
years  of  such  corporation  during  the  pe¬ 
riod  or  periods  the  stock  disposed  of  was 
held  or  treated  under  paragraph  (d)  of 
this  section  as  held  by  the  transferor. 

(2)  Cessation  of  separate  corporate 
existence  as  a  DISC,  or  former  DISC. 
For  purposes  of  subparagraph  (1)  of  this 
paragraph,  separate  corporate  existence 
as  a  DISC,  or  former  DISC,  will  be 
treated  as  having  ceased  if  as  a  result 
of  the  transaction  there  is  no  separate 
entity  which  is  a  DISC  and  to  which  is 
carried  over  the  accumulated  DISC  in¬ 
come  and  other  tax  attributes  of  the 
DISC,  or  former  DISC,  the  stock  of  which 
is  disposed  of.  Thus,  for  example,  if  stock 
in  a  DISC,  or  former  DISC,  is  exchanged 
in  a  transaction  described  in  section  381 
(a)  (relating  to  carryovers  in  certain 
corporate  acquisitions),  the  gain  realized 
on  the  transfer  of  such  stock  will  not  be 
recognized  under  subparagraph  (1)  of 
this  paragraph  if  the  assets  of  such 
DISC,  or  former  DISC,  are  acquired  by 
a  corporation  which  immediately  after 
the  acquisition  qualifies  as  a  DISC.  For 
a  further  example,  if  a  DISC,  or  former 
DISC,  is  liquidated  in  a  transaction  to 
which  section  332  (relating  to  complete 
liquidations  of  subsidiaries)  applies,  the 
transaction  will  be  subject  to  subpara¬ 
graph  (1)  of  this  paragraph  if  the  basis 
to  the  transferee  corporation  of  the  as¬ 
sets  acquired  on  the  liquidation  are  de¬ 
termined  under  section  334(b)(2)  or  if 
immediately  after  such  liquidation  the 
transferee  of  such  assets  does  not  qualify 
as  a  DISC.  However,  the  separate  corpo¬ 
rate  existence  as  a  DISC,  or  former 
DISC,  will  not  be  treated  as  having  ceased 
in  the  case  of  a  mere  change  in  place 
of  organization,  however  effected.  Se^ 
§  1.996-8  for  rules  for  the  carryover  of 
the  divisions  of  a  DISC’S  earnings  and 
profits  to  one  or  more  DISC’S. 

(d)  Holding  period  of  stock.  For  pur¬ 
poses  of  this  paragraph,  the  period  dur¬ 
ing  which  a  shareholder  has  held  stock 
includes  the  period  he  is  considered  to 
have  held  it  by  reason  of  the  application 
of  section  1223  and,  if  his  basis  is  deter¬ 
mined  in  whole  or  in  part  under  the  pro¬ 
visions  of  section  1014(d)  (relating  to 
special  rule  for  DISC  stock  acquired  from 
decedent) ,  the  holding  period  of  the  de¬ 
cedent.  Such  holding  period  is  to  exclude 
the  day  of  acquisition  but  include  the 
day  of  disposition.  Thus,  for  example, 
if  A  purchases  stock  in  a  DISC  on  De¬ 
cember  31,  1972,  and  makes  a  gift  of  such 
stock  to  B  on  June  30,  1973,  then  on  De¬ 
cember  31,  1974,  B  will  be  treated  as 
having  held  the  stock  for  2  full  years.  If 
the  basis  of  the  stock  in  C’s  hands  is 
determined  under  section  1014(d)  upon 
a  transfer  from  B’s  estate  on  Decem¬ 
ber  31,  1976,  by  reason  of  B’s  death  on 
June  30, 1974,  then  on  December  31, 1976, 
C  will  be  treated  as  having  held  the 
stock  for  4  full  years. 

(e)  Accumulated  DISC  income  allo¬ 
cable  to  shareholder  under  section  995 
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(c) — (1)  In  general.  Under  this  para¬ 
graph,  rules  are  prescribed  for  purposes 
of  paragraphs  (b)  and  (c)  of  this 
section  as  to  the  manner  of  deter¬ 
mining  with  respect  to  the  stock  of  a 
DISC,  or  former  DISC,  disposed  of.  the 
amount  of  accumulated  DISC  income 
which  is  attributable  to  such  stock  and 
which  was  accumulated  in  taxable  years 
of  the  corporation  during  the  period  or 
periods  the  stock  disposed  of  was  held  or 
treated  under  paragraph  <d)  of  this  sec¬ 
tion  as  held  by  the  transferor.  Subpara¬ 
graphs  (2),  (3),  and  (4)  of  this  para¬ 
graph  set  forth  a  method  of  computation 
which  may  be  employed  to  determine 
such  amount.  Any  other  method  may  be 
employed  so  long  as  the  result  obtained 
would  be  the  same  as  the  result  obtained 
under  such  method. 

(2)  Step  1.  Determine  the  increase  (or 
decrease)  in  accumulated  DISC  income 
for  each  taxable  year  of  the  DISC,  or 
former  DISC,  by  subtracting  from  the 
amount  of  accumulated  DISC  income  (as 
defined  in  §  1.996-3  (b))  at  the  close  of 
each  taxable  year,  the  amount  thereof 
as  of  the  close  of  the  immediately  pre¬ 
ceding  taxable  year. 

(3)  Step  2.  (i)  Determine  for  each  tax¬ 
able  year  of  the  DISC,  or  former  DISC, 
the  increase  (or  decrease)  in  accumu¬ 
lated  DISC  income  per  share  by  dividing 
such  increase  (or  decrease)  for  the  year 
by  the  number  of  shares  outstanding  or 
deemed  outstanding  on  each  day  of  such 
year. 

(ii)  If  the  number  of  shares  of  stock  in 
the  corporation  outstanding  on  each  day 
of  a  taxable  year  of  the  DISC,  or  former 
DISC,  is  not  constant,  then  the  number 
of  such  shares  deemed  outstanding  on 
each  day  of  such  year  shall  be  the  sum 
of  the  fractional  amounts  in  respect  of 
each  share  outstanding  on  any  day  of  the 
taxable  year.  The  fractional  amount  in 
respect  of  a  share  shall  be  determined  by 
dividing  the  number  of  days  in  the  tax¬ 
able  year  on  which  such  share  was  out¬ 
standing  (excluding  the  day  the  share 
became  outstanding,  but  including  the 
day  the  share  ceased  to  be  outstanding) , 
by  the  total  number  of  days  in  such  tax¬ 
able  year. 

(iii)  If  for  any  taxable  year  of  a  DISC, 
or  former  DISC,  the  share  disposed  of 
was  not  held  (or  treated  under  paragraph 
(d)  of  this  section  as  held)  by  the  dis¬ 
posing  shareholder  for  the  entire  year, 
then  the  amount  of  increase  (or  de¬ 
crease)  in  accumulated  DISC  income  at¬ 
tributable  to  such  share  for  such  year  is 
the  amount  determined  as  if  he  held  the 
share  until  the  end  of  such  year  multi¬ 
plied  by  a  fraction  the  numerator  of 
which  is  the  number  of  days  in  the  tax¬ 
able  year  on  which  the  shareholder  held 
(or  under  paragraph  (d)  of  this  section 
is  treated  as  having  held)  such  share 
and  the  denominator  of  which  is  the  total 
number  of  days  in  the  taxable  year. 

(4)  Step  3.  Add  the  amounts  computed 
in  step  2  for  each  taxable  year  of  the 
DISC,  or  former  DISC,  in  which  the 
shareholder  held  such  share  of  stock. 

(5)  Examples.  This  paragraph  may  be 
illustrated  by  the  following  examples: 

Example  ( 1 ).  X  Corporation  uses  the 
calendar  year  as  its  taxable  year  and  elects 
to  be  a  DISC  for  the  first  time  for  1973.  On 


January  1,  1973,  X  has  20  shares  issued  and 
outstanding.  A  and  B  each  own  10  shares.  On 
July  1,  1976,  X  issues  10  shares  to  C.  On  De¬ 
cember  31, 1977,  A  sells  his  10  shares  to  D  and 
recognizes  a  gain  of  $120.  Under  these  facts 


Example  (2) .  Assume  the  same  facts  as  in 
example  (1),  except  that  A  sells  his  10 
shares  to  D  on  July  1,  1977.  Under  subpara¬ 
graph  (3)  (ii)  of  this  paragraph,  the  amount 
of  increase  in  accumulated  DISC  income  for 
1977  which  is  attributable  to  each  share  dis¬ 
posed  of  is  limited  to  $.67,  i.e.,  $1.33  multi¬ 
plied  by  183  days/366  days.  Under  these  facts, 
A  would  include  in  his  gross  income  for  1977 
a  dividend  of  $54.70  and  long-term  capital 
gain  of  $65.30  determined  as  follows. 


(1)  Total  increase  in  accumulated 
DISC  income  for  each  share 

disposed  of _  $5.  47 

Multiplied  by  number  of  shares 
disposed  of -  10 


(2)  Total  amount  of  accumulated 

DISC  income  attributable  to 

all  shares  disposed  of - * —  $54.  70 

(3)  A's  gain - $120.  00 

(4)  Portion  of  A’s  gain  taxable  as  a 

dividend  (lower  lines  (2)  and 

(3))  - . - .  $54.70 

(5)  Portion  of  A’s  gain  taxable  as 

long-term  capital  gain  (line 

(3)  minus  line  (4) ) -  $65.  30 


Par.  2.  The  following  new  sections  are 
added  immediately  after  §  1.994-5. 

§  1.996  Statutory  provisions;  rules  for 
allocation  in  the  case  of  distributions 
and  losses. 

(a)  Rules  for  Actual  Distributions  and 
Certain  Deemed  Distributions. — 

(1)  In  general. — Any  actual  distribution 
(other  than  a  distribution  described  in  para¬ 
graph  (2)  or  to  which  section  995(c)  applies) 
to  a  shareholder  by  a  DISC  (or  former  DISC) 
which  is  made  out  of  earnings  and  profits 
shall  be  treated  as  made — 

(A)  First,  out  of  previously  taxed  income, 
to  the  extent  thereof, 

(B)  Second,  out  of  accumulated  DISC  in¬ 
come,  to  the  extent  thereof,  and 

(C)  Finally,  out  of  other  earnings  and 
profits. 

(2)  Qualifying  distributions. — Any  actual 
distribution  made  pursuant  to  section  992 
(c)  (relating  to  distributions  to  meet  quali¬ 
fication  requirements),  and  any  deemed  dis¬ 
tribution  pursuant  to  section  995(b)  (1)  (E) 
(relating  to  foreign  investment  attributable 
to  producer’s  loans),  shall  be  treated  as 
made — 

(A)  First,  out  of  accumulated  DISC  in¬ 
come,  to  the  extent  thereof, 

(B)  Second,  out  of  the  earnings  and  profits 
described  in  paragraph  (1)  (C),  to  the  extent 
thereof,  and 


and  other  facts  assumed  in  the  table  below, 
A  Includes  in  his  gross  income  for  1977  a 
dividend  under  paragraph  (a)  of  this  section 
of  $61.30  and  long-term  capital  gain  of 
$58.70. 


(C)  Finally,  out  of  previously  taxed  in¬ 
come. 

(3)  Exclusion  from  gross  income. — 
Amounts  distributed  out  of  previously  taxed 
Income  shall  be  excluded  by  the  distributee 
from  gross  income  except  for  gains  described 
in  subsection  (e)(2),  and  shall  reduce  the 
amount  of  the  previously  taxed  income. 

(b)  Ordering  Rules  for  Losses. — If  for 
any  taxable  year  a  DISC,  or  a  former  DISC, 
incurs  a  deficit  in  earnings  and  profits,  such 
deficit  shall  be  chargeable — 

( 1 )  First,  to  earnings  and  profits  described 
in  subsection  (a)  (1)  (C) ,  to  the  extent  there¬ 
of, 

(2)  Second,  to  accumulated  DISC  income, 
to  the  extent  thereof,  and 

(3)  Finally,  to  previously  taxed  Income, 
except  that  a  deficit  in  earnings  and  profits 
shall  not  be  applied  against  accumulated 
DISC  income  which  has  been  determined  is 
to  be  deemd  distributed  to  the  shareholders 
(pursuant  to  section  995(b)  (2)  (A) )  as  a  re¬ 
sult  of  a  revocation  of  election  or  other  dis¬ 
qualification. 

(c)  Priority  of  Distributions. — Any  actual 
distribution  made  during  a  taxable  year 
shall  be  treated  as  being  made  subsequent 
to  any  deemed  distribution  made  during 
such  year.  Any  actual  distribution  made  pur¬ 
suant  to  section  992(c)  (relating  to  distribu¬ 
tions  to  meet  qualification  requirements) 
shall  be  treated  as  being  made  before  any 
other  actual  distributions  during  the  taxable 
year. 

(d)  Subsequent  Effect  of  Previous  Dis¬ 
position  of  DISC  Stock. — 

(1)  Shareholder  previously  taxed  income 
adjustment — If — 

(A)  gain  with  respect  to  a  share  of  stock 
of  a  DISC  or  former  DISC  is  treated  under 
section  995(c)  as  a  dividend  or  as  gain  from 
the  sale  or  exchange  of  property  which  is  not 
a  capital  asset,  and 

(B)  any  person  subsequently  receives  an 
actual  distribution  made  out  of  accumulated 
DISC  income,  or  a  deemed  distribution  made 
pursuant  to  section  995(b)  (2),  with  respect 
to  such  share. 

Example  (2).  Assume  the  same  facts  as  in 
example  (1),  except  that  A  sells  his  10 
shares  to  D  on  July  1,  1977.  Under  subpara¬ 
graph  (3)  (11)  of  this  paragraph,  the  amount 
of  increase  in  accumulated  DISC  Income  for 
1977  which  is  attributable  to  each  share  dis¬ 
posed  of  is  limited  to  $0.67,  i.e.,  $1.33  multi¬ 
plied  by  183  days/366  days.  Under  these  facts, 
A  would  Include  in  his  gross  Income  for  1977 
a  dividend  of  $54.70  and  long  term  capital 
gain  of  $65.30  determined  as  follows: 


Year 

(a) 

Year  end  accumu¬ 
lated  DISC  income 

(b) 

Increase  (decrease)  in 
accumulated  DISC 
income 

(e) 

Shares  outstanding 

(d) 

Increase  (decrease)  per 
share  (column  (b) 
-7- column  (c)) 

1973 _  . 

_  $80 

$80 

20 

$4.00 

1974  . 

50 

(30) 

20 

(1.60) 

1976  . 

Ml 

30 

20 

1.50 

1976  . 

100 

20 

'  25 

.80 

1977 _ _ 

.  140 

40 

30 

1.33 

1  Under  subparagraph  (3)(i)  of  this  paragraph  the  aggregate  fractional  amounts  of  the  10  shares  issued  on  July  1, 
1976,  is  5  shares,  i.e.,  10  shares,  multiplied  by  (1*53  days/366  days).  Thus  the.  number  of  shares  deemed  outstanding 
for  1976  is  26  shares,  i.e.,  20  shares  plus  6  shares. 

(1)  Total  increase  in  accumulated  DISC  income  for  each  share  disposed  of. .  $6. 13 

Multiply  by  number  of  shares  disposed  of .  10 

(2)  Total  amount  of  accumulated  DISC  income  attributable  to  all  shares  disposed  of .  61. 30 

(3)  A’s  gain .  120.00 

(4)  Portion  of  A’s  gain  taxable  as  a  dividend  (lower  of  lines  (2)  and  (3)) . . .  61.30 

(5)  Portion  of  A’s  gain  taxable  as  long-term  capital  gain  (line  (3)  minus  line  (4)) . . .  68.  70 
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(1)  Total  Increase  In  accumulated 
DISC  Income  for  each  share 

disposed  of -  $5.  47 

Multiplied  by  number  of  shares 
disposed  of _  10 


(2)  Total  amount  of  accumulated 

DISC  Income  attributable  to 

all  shares  disposed  of -  $54.  70 

(3)  A’s  gain _  120.  00 

(4)  Portion  of  A's  gain  taxable  as  a 

dividend  (lower  lines  (2)  and 

(3))  .  64.70 

(5)  Portion  of  A’s  gain  taxable  as 

long  term  capital  gain  (line 

(3)  minus  line  (4)) _  65.30 


Par.  2.  The  following  new  sections  are 
added  immediately  after  §  1.995-5. 

§  1.996  Statutory  provisions;  rules  for 
alloration  in  the  case  of  distributions 
and  losses. 

(a)  Rules  for  actual  distributions  and  cer¬ 
tain  deemed  distributions. — 

(1)  In  general. — Any  actual  distribution 
(other  than  a  distribution  described  In  Para¬ 
graph  (2)  or  to  which  section  995(c)  applies) 
to  a  shareholder  by  a  DISC  (or  former  DISC) 
which  Is  made  out  of  earnings  and  profits 
shall  be  treated  as  made — 

(A)  First,  out  of  previously  taxed  Income, 
to  the  extent  thereof, 

(B)  Second,  out  of  accumulated  DISC  In¬ 
come,  to  the  extent  thereof,  and 

(C)  Finally,  out  of  other  earnings  and 
profits. 

(2)  Qualifying  distributions. — Any  actual 
distribution  made  pursuant  to  section  992(c) 
(relating  to  distributions  to  meet  qualifica¬ 
tion  requirements) ,  and  any  deemed  distri¬ 
bution  pursuant  to  section  995(b)(1)(E) 
(relating  to  foreign  Investment  attributable 
to  producer's  loans),  shall  be  treated  as 
made — 

(A)  First,  out  of  accumulated  DISC  in¬ 
come,  to  the  extent  thereof, 

(B )  Second,  out  of  the  earnings  and  profits 
described  In  Paragraph  (1)  (C),  to  the  extent 
thereof,  and 

(C)  Finally,  out  of  previously  taxed 
income. 

(3)  Exclusion  from  gross  income. — 
Amounts  distributed  out  of  previously  taxed 
Income  shall  be  excluded  by  the  distributee 
from  gross  income  except  for  gains  described 
In  subsection  (e)(2),  and  shall  reduce  the 
amount  of  the  previously  taxed  Income. 

(b)  Ordering  rules  for  losses. — If  for  any 
taxable  year  a  DISC,  or  a  former  DISC,  Incurs 
a  deficit  In  earnings  and  profits,  such  deficit 
shall  be  chargeable — 

(1)  First,  to  earnings  and  profits  described 
in  subsection  (a)(1)(C),  to  the  extent 
thereof, 

(2)  Second,  to  accumulated  DISC  Income, 
to  the  extent  thereof,  and 

(3)  Finally,  to  previously  taxed  Income, 
except  that  a  deficit  In  earnings  and  profits 
shall  not  be  applied  against  accumulated 
DISC  Income  which  has  been  determined  Is 
to  be  deemed  distributed  to  the  shareholders 
(pursuant  to  section  995(b)  (2)  (A) )  as  a  re¬ 
sult  of  a  revocation  of  election  or  other  dis¬ 
qualification. 

(c)  Priority  of  distributions. — Any  actual 
distribution  made  during  a  taxable  year  shall 
be  treated  as  being  made  subsequent  to  any 
deemed  distribution  made  during  such  year. 
Any  actual  distribution  made  pursuant  to 
section  992(c)  (relating  to  distributions  to 
meet  qualification  requirements)  shall  be 
treated  as  being  made  before  any  other  actual 
distributions  during  the  taxable  year. 

(d)  Subsequent  effect  of  previous  disposi¬ 
tion  of  DISC  stock. — 

(1)  Shareholder  previously  taxed  income 
adjustment. — If — 

(A)  Oaln  with  respect  to  a  share  of  stock 
of  a  DISC  or  former  DISC  is  treated  under 


section  995(c)  as  a  dividend  or  as  gain  from 
the  sale  or  exchange  of  property  which  is 
not  a  capital  asset,  and 

(B)  Any  person  subsequently  receives  an 
actual  distribution  made  out  of  accumulated 
DISC  Income,  or  a  deemed  distribution  made 
pursuant  to  section  995(b)(2),  with  respect 
to  such  share, 

such  person  shall  treat  such  distribution  in 
the  same  manner  as  a  distribution  from  pre¬ 
viously  taxed  income  to  the  extent  that  (1) 
the  gain  referred  to  in  Subparagraph  (A) 
exceeds  (11)  any  other  amounts  with  respect 
to  such  share  which  were  treated  under  this 
paragraph  as  made  from  previously  taxed  In¬ 
come.  In  applying  this  paragraph  with  re¬ 
spect  to  a  share  of  stock  in  a  DISC  or  former 
DISC,  gain  on  the  acquisition  of  such  share 
by  the  DISC  or  former  DISC  or  gain  on  a 
transaction  prior  to  such  acquisition  shall 
not  be  considered  gain  referred  to  In  Sub- 
paragraph  (A). 

(2)  Corporate  adjustment  upon  redemp¬ 
tion. — If  section  995(c)  applies  to  a  redemp¬ 
tion  of  stock  In  a  DISC  or  former  DISC,  the 
accumulated  DISC  income  shall  be  reduced 
by  an  amount  equal  to  the  gain  described 
in  section  995(c)  with  respect  to  such  stock 
which  is  (or  has  been)  treated  as  gain  from 
the  sale  or  exchange  of  property  which  Is 
not  a  capital  asset,  except  to  the  extent  dis¬ 
tributions  with  respect  to  such  stock  have 
been  treated  under  Paragraph  (1) . 

(e)  Adjustment  to  basis. — 

(1)  Additions  to  basis. — Amounts  repre¬ 
senting  deemed  distributions  as  provided  in 
section  995(b)  shall  increase  the  basis  of  the 
stock  with  respect  to  which  the  distribution 
is  made. 

(2)  Reductions  of  basis. — The  portion  of 
an  actual  distribution  made  out  of  previously 
taxed  Income  shall  reduce  the  basis  of  the 
stock  with  respect  to  which  It  is  made,  and 
to  the  extent  that  it  exceeds  the  adjusted 
basis  of  such  stock,  shall  be  treated  as  gain 
from  the  sale  or  exchange  of  property.  In 
the  case  of  stock  includible  in  the  gross 
estate  of  a  decedent  for  which  an  election  is 
made  under  section  2032  (relating  to  alter¬ 
nate  valuation),  this  paragraph  shall  not 
apply  to  any  distribution  made  after  the  date 
of  the  decedent’s  death  and  before  the  alter¬ 
nate  valuation  date  provided  by  section  2032. 

(f )  Definitions  of  divisions  of  earnings  and 
profits. — For  purposes  of  this  part: 

(1)  DISC  income. — The  earnings  and 
profits  derived  by  a  corporation  during  a  tax¬ 
able  year  in  which  such  corporation  Is  a 
DISC,  before  reduction  for  any  distributions 
during  the  year,  but  reduced  by  amounts 
deemed  distributed  under  section  995(b)  (1), 
shall  constitute  the  DISC  income  for  such 
year.  The  earnings  and  profits  of  a  DISC 
for  a  taxable  year  Include  any  amounts  in¬ 
cludible  In  such  DISC’S  gross  Income  pur¬ 
suant  to  section  951(a)  for  such  year.  Ac¬ 
cumulated  DISC  Income  shall  be  reduced 
by  deemed  distributions  under  section 
995(b) (2). 

(2)  Previously  taxed  income. — Earnings 
and  profits  deemed  distributed  under  section 
995(b)  for  a  taxable  year  shall  constitute 
previously  taxed  income  for  such  year. 

(3)  Other  earnings  and  profits. — The  earn¬ 
ings  and  profits  for  a  taxable  year  which  are 
described  in  neither  Paragraph  (1)  nor  (2) 
shall  constitute  the  other  earnings  and 
profits  for  such  year. 

(g)  Effectively  connected  income.— In  the 
case  of  a  shareholder  who  is  a  nonresident 
alien  Individual  or  a  foreign  corporation, 
trust,  or  estate,  gains  referred  to  In  section 
995(c)  and  all  distributions  out  of  accumu¬ 
lated  DISC  income  including  deemed  distri¬ 
butions  shall  be  treated  as  gains  and  distri¬ 
butions  which  are  effectively  connected  with 
the  conduct  of  a  trade  or  business  conducted 
through  a  permanent  establishment  of  such 
shareholder  within  the  United  States. 


[Sec.  996  as  added  by  sec.  501  Rev.  Act,  1971 
(85  Stat.  547)  ] 

§  1.996—1  Rules  for  actual  distributions 
and  certain  deemed  distributions. 

(a)  General  rule.  Under  section 
996(a)  (1),  any  actual  distribution  (other 
than  a  distribution  described  in  para¬ 
graph  (b)  of  this  section  or  to  which 
§  1.995-4  applies)  to  a  shareholder  by  a 
DISC,  or  former  DISC,  which  is  made  out 
of  earnings  and  profits  shall  be  treated 
as  made — 

(1)  First,  out  of  “previously  taxed  in¬ 
come”  (as  defined  in  §  1.996-3 (c) )  to  the 
extent  thereof, 

(2)  Second,  out  of  “accumulated  DISC 
income”  (as  defined  in  §  1.996-3  <  b) )  to 
the  extent  thereof,  and 

<3)  Third,  out  of  “other  earnings  and 
profits”  (as  defined  in  §  1. 996-3 <d))  to 
the  extent  thereof. 

(b)  Special  rule  for  qualifying  distri¬ 
butions  and  deemed  distributions  under 
section  995(b)  (1)  (E) .  Under  section 
996(a)(2),  any  actual  distribution  to 
meet  qualification  requirements  made 
pursuant  to  §  1.992-3  (as  proposed  in  37 
F.R.  18477  for  September  12,  1972),  and 
any  deemed  distribution  pursuant  to 
§  1.995-2 (a)  <5)  (relating  to  foreign  in¬ 
vestment  attributable  to  producer’s 
loans),  which  is  made  out  of  earnings 
and  profits  shall  be  treated  as  made — 

(1)  First,  out  of  “accumulated  DISC 
income”  (as  defined  in  §  1.996-3<b))  to 
the  extent  thereof, 

(2)  Second,  out  of  “other  earnings  and 
profits”  (as  defined  in  §  1.996-3(d))  to 
the  extent  thereof,  and 

(3)  Third,  out  of  “previously  taxed  in¬ 
come”  (as  defined  in  §  1.996-3 (c) )  to  the 
extent  thereof. 

(c)  Exclusion  from  gross  income. 
Under  section  996(a)(3),  amounts  dis¬ 
tributed  out  of  previously  taxed  income 
shall  be  excluded  by  the  distributee  from 
gross  income.  However,  see  §  1.996-5 (b) 
for  treatment  as  gain  from  the  sale  or 
exchange  of  property  of  the  portion  of 
an  actual  distribution  out  of  previously 
taxed  income  to  the  extent  it  exceeds  the 
adjusted  basis  of  the  stock  with  respect 
to  which  the  distribution  is  made. 

(d)  Priority  of  distributions.  Under 
section  996(c),  for  purposes  of  deter¬ 
mining  their  treatment  under  para¬ 
graphs  (a),  (b),  and  (c)  of  this  section, 
distributions  made  during  a  taxable  year 
shall  be  treated  as  being  made  in  the 
following  order — 

(1)  Deemed  distributions  under 
§§  1.995-2  and  1.995-3, 

(2)  Actual  distributions  to  meet  quali¬ 
fication  requirements  made  pursuant  to 
§  1.992-3  (as  proposed  in  37  F.R.  18477 
for  September  12,  1972),  and 

(3)  Other  actual  distributions. 

Thus,  the  treatment  of  any  distribution 
shall  be  determined  after  the  divisions 
of  earnings  and  profits  have  been  prop¬ 
erly  adjusted  by  taking  into  account  dis¬ 
tributions  of  higher  priority  which  are 
made  or  deemed  made  during  the  same 
taxable  year. 

(e)  Examples.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 
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Example  (1).  (i)  Facts.  Y  corporation 
which  uses  the  calendar  year  as  Its  taxable 
year,  lor  the  first  time  elects  to  be  treated 
as  a  DISC  beginning  with  1972.  X  corpora¬ 
tion  is  Its  sole  shareholder.  At  the  beginning 
of  1974,  Y  has  a  deficit  in  earnings  and 
profits  of  $60  all  of  which  is  composed  of 
“other  earnings  and  profits.”  Because  of 
actual  distributions  in  1973,  Y  at  the  begin¬ 
ning  of  1974  does  not  have  any  previously 
taxed  income  or  accumulated  DISC  Income. 
For  1974,  Y  has  earnings  and  profits  of  $80 
before  reduction  for  any  distributions  and 
taxable  income  of  $70.  On  June  16,  1974,  Y 
makes  a  cash  distribution  to  X  of  $60,  with 
respect  to  its  stock,  to  which  section  301 
applies.  On  August  15,  1974,  Y  makes  a  cash 
distribution  to  X  of  $30  designated  as  a  dis¬ 
tribution  to  meet  qualification  requirements 
pursuant  to  S  1.992-3.  Under  §  1.996-2 (a),  X 
is  deemed  to  receive,  on  December  31,  1974, 
a  distribution  of  a  dividend  equal  to  Vi  of 
Y's  taxable  income  (i.e.,  $35).  The  tax  con¬ 
sequences  of  these  facts  to  X  and  their  effect 
on  Y's  earnings  and  profits  are  set  forth  in 
the  subsequent  subparagraphs  of  this 
example. 

(ii)  Treatment  of  actual  distributions. 
Since  X  had  $80  of  earnings  and  profits  for 
1974  and  a  deficit  in  accumulated  earnings 
and  profits  at  the  beginning  of  1974,  only 
$80  of  the  actual  distributions  ($90)  are 
treated  as  dividends  under  sections  301(c) 
(1)  and  316(a)  (2) .  (Ten  dollars  of  the  actual 
distribution,  which  is  not  treated  as  a  divi¬ 
dend  is  treated  in  the  manner  specified  in 
section  301(c)  (2)  and  (3).) 

(iii)  Priority  of  distributions.  Under  para¬ 
graph  (d)  of  this  section,  for  purposes  of 
adjusting  the  divisions  of  Y’s  earnings  and 
profits,  the  sequence  in  which  the  distribu¬ 
tions  are  treated  as  having  been  made  is: 

(a)  First,  the  deemed  distribution  of  $35, 

(b)  Second,  the  actual  qualifying  distribu¬ 
tion  of  $30  made  on  August  15, 1974,  pursuant 
to  §  1.992-3,  and 

(c)  Finally,  the  actual  distribution  of  $60 
on  June  15, 1974. 

(iv)  Effect  of  the  deemed  distribution  and 
addition  of  DISC  income.  The  deemed  dis¬ 
tribution  of  $35  is  taxable  to  Y's  shareholders 
as  a  dividend  under  §  1.995-2  and  Y’s  pre¬ 
viously  taxed  income  is  increased  by  $35.  The 
remainder  of  X's  earnings  and  profits  for  1974 
of  $45  (i.e.,  $80  less  $35  deemed  distributed) 
constitutes  DISC  income  as  defined  in 
§  1.996-3 (b)  and  is  added  to  accumulated 
DISC  income. 

(v)  Effect  of  actual  qualifying  distribution. 
Under  paragraph  (b)  of  this  section,  the 
actual  qualifying  distribution  of  $30  on  Au¬ 
gust  15,  1974,  reduces  accumulated  DISC  in¬ 
come  to  the  extent  it  is  paid  out  of  Y’s  earn¬ 
ings  and  profits.  Under  §  1.316-2(b),  the  pro¬ 
portionate  amount  of  the  $30  distribution 
paid  out  of  earnings  and  profits  is  $26.67,  i.e., 
$30  x  $80  /  $90.  Thus,  Y's  accumulated  DISC 
income  is  reduced  by  the  $26.67  dividend. 
Since  no  part  of  such  dividend  is  paid  out  of 
previously  taxed  income  X  includes  it  in 
gross  income  in  accordance  with  section 
301(c)(1).  No  deduction  is  allowable  to  X 
under  section  243. 

(vi)  Effect  of  actual  distribution  $60  on 
June  15.  Under  paragraph  (a)  of  this  section, 
to  the  extent  the  actual  distribution  of  $60 
on  June  15,  1974,  is  paid  out  of  earnings  and 
profits,  it  first  reduces  previously  taxed  in¬ 
come  to  the  extent  thereof  and  secondly  it 
reduces  accumulated  DISC  income  to  the  ex¬ 
tent  thereof.  Under  §  1. 316-2 (b)  the  propor¬ 
tionate  amount  of  the  $60  distribution  paid 
out  of  earnings  and  profits  is  $53.33,  i.e.,  $60 
x  $80/$90.  Thus,  the  DISC’S  previously  taxed 


income  is  reduced  by  $35  (to  zero)  and  it6 
accumulated  DISC  income  is  reduced  by 
$18.33  (to  zero).  Under  paragraph  (c)  of  this 
section,  X  excludes  from  gross  income  the 
$35  paid  out  of  previously  taxed  Income  and, 
under  section  301(c)(1),  includes  the  bal¬ 
ance  of  $18.33  in  gross  income  as  a  dividend. 

(vii)  Summary.  As  a  result  of  the  deemed 
and  actual  distributions  for  1974,  X  includes 
in  its  gross  income  as  dividends  $80  of  which 
$35  is  attributable  to  the  deemed  distribution 
on  December  31,  1974,  $26.67  is  attributable 
to  the  qualifying  distribution  on  August  15, 
1974,  and  $18.33  is  attributable  to  the  actual 
distribution  on  June  15,  1974.  Thirty-five  dol¬ 
lars  of  such  actual  distribution  on  June  15, 
1974,  is  excluded  from  X's  gross  income  as 
made  out  of  previously  taxed  income.  X 
also  receives  a  return  of  capital  of  $10  of 
which  $3.33  is  attributable  to  the  qualifying 
distribution  and  $6.67  is  attributable  to  the 
actual  distribution  on  June  15,  1974.  As  a 
result  of  such  distributions,  Y’s  divisions  of 
earnings  and  profits  on  January  1,  1975,  are: 
accumulated  DISC  income  of  $0,  previously* 
taxed  income  of  $0,  and  a  deficit  in  other 
earnings  and  profits  of  ($60) . 


§  1.996—2  Ordering  rules  for  losses. 

(a)  In  general.  Under  section  996(b), 
if  for  any  taxable  year  a  DISC,  or  a 
former  DISC,  incurs  a  deficit  in  earnings 
and  profits,  such  deficit  shall  be 
charged — 

(1)  First,  to  other  earnings  and  profits 
(as  defined  in  §  1.996-3 (d)),  to  the  ex¬ 
tent  thereof, 

(2)  Second,  to  accumulated  DISC  in¬ 
come  (as  defined  in  §  1. 996-3 ( b) ),  to  the 
extent  thereof,  subject  to  the  special  rule 
in  paragraph  (b)  of  this  section, 

(3)  Third,  to  previously  taxed  income 
(as  defined  in  §  1.996-3(c)),  to  the  ex¬ 
tent  thereof,  and 

(4)  To  the  extent  that  the  amount  of 
such  deficit  exceeds  the  sum  of  the 
amounts  charged  in  accordance  with 
subparagraphs  (1),  (2),  and  (3)  of  this 
paragraph,  to  other  earnings  and  profits 
(as  defined  in  §  1.996-3(d) ) .  Thus,  the 
excess  deficit  charged  to  other  earnings 
and  profits  under  this  subparagraph  will 
create  a  deficit  therein  in  the  amount  of 
such  excess.  For  purposes  of  determining 
the  portion  of  any  such  deficit  which  is 
chargeable  to  such  divisions  of  earnings 
and  profits  prior  to  determining  the 
treatment  of  distributions  under  §  1.996- 
1,  the  rules  of  §  1.316-2(b)  shall  apply. 

(b)  Deficits  subsequent  to  a  disqualifi¬ 
cation.  A  deficit  in  earnings  and  profits 


Example  (2).  Assume  the  facts  are  the 
same  as  in  example  (1),  except  that  at  the 
beginning  of  1974  Y’s  accumulated  earnings 
and  profits  amount  to  $60  consisting  of  ac¬ 
cumulated  DISC  Income  of  $20,  previously 
taxed  income  of  $10,  and  other  earnings  and 
profits  of  $30.  In  addition  on  August  1,  1974, 
Z  acquires  all  of  X’s  stock  in  Y  in  a  tax-free 
“B”  reorganization.  Under  these  facts,  X  in¬ 
cludes  in  its  gross  Income  for  1974  a  dividend 
of  $15  which  is  attributable  to  the  actual 
distribution  of  $60  paid  out  of  earnings  and 
profits  on  June  16,  1974.  Under  paragraph 
(c)  of  this  section,  X  excludes  from  gross 
income  the  balance  of  the  $60  distribution 
($45)  paid  out  of  earnings  and  profits  be¬ 
cause,  under  paragraph  (a),  it  is  treated  as 
paid  out  of  previously  taxed  income.  Z  in¬ 
cludes  in  its  gross  income  for  1974  a  dividend 
of  $65  of  which  $35  is  attributable  to  the 
deemed  distribution  of  a  dividend  to  Z  on 
December  31,  1974,  under  §  1.995-2 (a)  and 
$30  is  attributable  to  the  qualifying  distri¬ 
bution  paid  out  of  earnings  and  profits  to 
Z  on  August  15,  1974.  The  adjustments  to 
Y’s  earnings  and  profits  are  summarized  in 
the  following  table. 


of  a  DISC,  or  former  DISC,  shall  not  be 
charged  to  accumulated  DISC  income 
which  has  been  determined  is  to  be 
deemed  distributed  to  the  shareholders 
pursuant  to  §  1.995-3  as  a  result  of  a 
revocation  of  election  or  other  disquali¬ 
fication.  Thus,  in  accordance  with  para¬ 
graph  (a)  of  this  section  as  modified  by 
this  paragraph,  a  deficit  incurred  by  a 
former  DISC  following  such  a  revocation 
or  disqualification  shall  be  charged  first 
to  other  earnings  and  profits  and  then 
to  previously  taxed  income  with  any  bal¬ 
ance  being  charged  to  other  earnings  and 
profits  and  creating  a  deficit  therein. 
The  preceding  sentence  shall  also  apply 
in  the  case  of  a  deficit  incurred  by  a 
DISC  which  has  no  accumulated  DISC 
income  accumulated  during  its  current 
taxable  year  and  all  immediately  preced¬ 
ing  consecutive  taxable  years  for  which 
it  was  a  DISC. 

(c)  Examples.  The  provisions  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  X  Corporation,  which  uses 
the  calendar  year  as  its  taxable  year,  becomes 
a  DISC  beginning  with  1976.  In  addition  to 
other  facts  assumed  in  the  table  below,  X 
incurs  a  deficit  in  earnings  and  profits  for 
1979  of  $70.  Such  deficit  is  charged  to  the 
divisions  of  X’s  earnings  and  profits  pursuant 
to  paragraph  (a)  of  this  section  in  the  man¬ 
ner  set  forth  in  such  table. 


Earnings 
and  profits 
for  year 

Accumu¬ 
lated  earn¬ 
ings  and 
profits 

Accumu¬ 
lated  DISC 
income 

Previously 

taxed 

income 

Other 
earnings 
and  profits 

$60 

$20 

$10 

$30 

(2)  Earnings  and  profits  for  year  before  re¬ 
duction  for  distributions _ _ _ 

$80 

(3)  Deemed  distribution  of  $35  to  Z  on  Dec. 
31. 1974 under!  1.998  2(a) . . . 

35 

(4)  DISC  income  for  1974  of  $45  as  defined  in 
5  1.996  -2  (b)  (line  2  ($80)  minus  line  3 
($35)  l . . . . 

45 

(5)  Balance  la-fore  actual  distributions . 

((>)  Qualifying  distribution  of  $30  to  Z  on 

Aug.  15  pursuant  to  §  1.902-3 . 

(7)  Actual  distribution  to  X  of  $60  on  June  15, 
1974  . . . 

80 

(26. 67) 

(53. 33) 

60 

(3.33) 

(6.67) 

65 

(30). 

(15) 

45 

(45). 

30 

(8)  Balance  Jan.  I,  1974 . 

60 

30 

0 

30 
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Accumu-  Previ-  Other 

lated  ously  earnings 

DISC  taxed  and 

Income  Income  profits 


Balance  Jan.  1,1978 . . 

Increase  for  1976, . . 

$10 

$8 

$50 

Increase  for  1977 . 

10 

8 

Increase  for  1978 . - 

10 

8 

Balance  Jan.  1, 1979. 

30 

24 

60 

Deficit  for  1979  of  $70: 

(50) 

Charge  No.  1 . 

Charge  No.  2 . 

(20)... 

Balance  Jan.  1, 1980. 

10 

24 

0 

Example  (2) .  Assume  the  same  facts  as  In 
example  ( 1 ) ,  except  that  effective  for  taxable 
years  beginning  with  1979,  X  revokes  its  elec¬ 
tion  to  be  treated  as  a  DISC.  Under  $  1.995-3, 
X  has  $30  of  accumulated  DISC  Income 
which  has  been  determined  is  to  be  distrib¬ 
uted  over  the  following  3  years,  or  a  deemed 
distribution  of  $10  per  year  in  1980,  1981, 
and  1982.  The  deficit  in  earnings  and  profits 
for  1979  is  charged  to  the  divisions  of  X’s 
earnings  and  profits  pursuant  to  paragraph 
(b)  of  this  section  in  the  manner  set  foith 
in  the  table  below : 


Accumu¬ 

lated 

DISC 

income 

Previ¬ 

ously 

taxed 

Income 

Other 

earnings 

and 

profits 

Balance  Jan.  1, 1979 . 

Deficit  for  1979  of  $70: 

$30 

$24 

$50 

(60) 

Charge  No.  2 . 

(20) 

Balance  Jan.  1, 1980 

30 

4 

0 

Example  (3).  Assume  the  same  facts  as  in 
example  (2),  except  that  the  deficit  in  earn¬ 
ings  and  profits  for  1979  is  $120.  Assume  fur¬ 
ther  that  for  1980,  1981,  and  1982  during 
which  years  X’s  shareholders  are  receiving 
scheduled  Installments  of  the  deemed  dis¬ 
tributions  of  accumulated  DISC  income 
under  S  1.995-3,  X,  a  former  DISC,  has 
neither  earnings  and  profits  nor  a  deficit  in 
earnings  and  profits.  The  $120  deficit  for  1979 
is  charged  to  the  divisions  of  X's  earnings 
and  profits  pursuant  to  paragraph  (b)  of 
this  section  in  the  manner,  and  with  the  re¬ 
sults,  set  forth  in  the  table  below: 


Accumu-  Previ-  Other  Accumu- 


lated 

DISC 

income 

ously 

taxed 

Income 

earnings 

and 

profits 

lated 

earnings 

and 

profits 

Balance  Jan.  1, 

1979 . 

Deficit  for  1979 
of  $120 . 

$30 

$24 

$50 

$104 

(120) 

(60). 

(46). 

Charge  No.  2. 
Charge  No.  3. 

(24) 

Balance 
Jan.  1, 

1980 . 

Deemed  distri¬ 
butions  In 

1980  under 
{ 1.996-$ _ 

30 

(10). 

0 

(46) 

(16) 

Balance 
Jan.  1, 
1981 . 

20 

10 

(46) 

(16) 

§  1.996—3  Divisions  of 
profits. 

earnings  and 

(a)  In  general.  For  purposes  of  sec¬ 
tions  991  through  997,  the  earnings  and 
profits  of  a  DISC,  or  former  DISC,  shall 
be  treated  as  composed  of  the  following 
three  divisions : 


(1)  Accumulated  DISC  income  (as  de¬ 
fined  in  paragraph  (b)  of  this  section), 

(2)  Previously  taxed  income  (as  de¬ 
fined  in  paragraph  (c)  of  this  section), 
and 

(3)  Other  earnings  and  profits  (as  de¬ 
fined  in  paragraph  (d)  of  this  section). 

(b)  Accumulated  DISC  income  de¬ 
fined — (1)  In  general.  Accumulated 
DISC  income  is  that  portion  of  a  cor¬ 
poration’s  earnings  and  profits  which 
were  derived  during  taxable  years  for 
which  it  qualified  as  a  DISC  and  which 
were  deferred  from  taxation.  Accumu¬ 
lated  DISC  income  as  of  the  close  of  each 
taxable  year  of  the  corporation  is — 

(1)  The  amount  of  accumulated  DISC 
income  as  of  the  close  of  the  immedi¬ 
ately  preceding  taxable  year  increased 
by 

(ii)  The  amount  of  DISC  income  for 
the  year  (as  determined  in  subpara¬ 
graph  (2)  of  this  paragraph)  and  re¬ 
duced  (but  not  below  zero)  by 

(iii)  The  items  enumerated  in  subpara¬ 
graph  (3)  of  this  paragraph. 

(2)  Under  section  996(f)  (1),  DISC  in¬ 
come  is  (i)  the  earnings  and  profits  de¬ 
rived  by  the  corporation  during  a  taxable 
year  for  which  such  corporation  is  a 
DISC  minus  (ii)  amounts  deemed  dis¬ 
tributed  under  §  1.995-2  other  than  the 
amount  of  foreign  investment  attribut¬ 
able  to  producer’s  loans  described  in 
§  1.995-2(a)  (5).  For  example,  the  earn¬ 
ings  and  profits  of  a  DISC  for  a  taxable 
year  include  any  amounts  includible  in 
such  DISC'S  gross  income  pursuant  to 
section  951(a)  (relating  to  controlled 
foreign  corporations).  Deemed  distribu¬ 
tions  under  §  1.995-2 (a)  (5)  are  taken 
into  account  under  subparagraph  (3) 
of  this  paragraph  as  a  reduction  in 
computing  accumulated  DISC  income. 

(3)  The  accumulated  DISC  income  (as 
increased  by  DISC  income  for  the  year 
determined  under  subparagraph  (2)  of 
this  section)  is  reduced  by  each  of  the 
following  items  in  the  following  order : 

(i)  Any  amount  deemed  distrib¬ 
uted  for  such  year  under  §  1.995-3 
(relating  to  deemed  distributions  upon 
disqualification) , 

(ii)  Any  amount  of  foreign  investment 
attributable  to  producer’s  loans  deemed 
distributed  as  a  dividend  for  such  year 
under  §  1.995-2 (a)  (5)  to  the  extent  it  is 
charged  to  accumulated  DISC  income 
under  §  1. 996-1  (b)  (1), 

(iii)  The  amount  of  any  adjustment 
to  accumulated  DISC  income  for  such 
year  under  8  1.996-4(b)  (1), 

(iv)  The  amounts  of  any  actual  quali¬ 
fying  distributions  pursuant  to  §  1.992-3 
(as  proposed  in  37  F.R.  18477  for  Septem¬ 
ber  12,  1972)  in  the  order  in  which  they 
are  made  and  finally  the  amounts  of  any 
other  actual  distributions  in  the  order  in 
which  they  are  made,  except  that  prior 
to  each  actual  distribution  accumulated 
DISC  income  shall  be  reduced  by  the  por¬ 
tion  of  any  deficit  in  earnings  and  prof¬ 
its  chargeable  to  it  as  of  that  time. 

(4)  Every  distribution  or  other  reduc¬ 
tion  in  accumulated  DISC  income  pursu¬ 
ant  to  subparagraph  (3)  of  this  para¬ 
graph  shall  be  charged  to  the  most  re¬ 
cently  accumulated  DISC  income  and 
every  reduction  under  subparagraph  (3) 
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(iii)  of  this  paragraph  shall  be  charged 
thereto  in  the  order  in  which  the  actual 
distributions  are  made  or  deemed  to  be 
made  under  §  1.996-1  (d). 

(c)  Previously  taxed  income.  Under 
section  996(f)(2),  previously  taxed  in¬ 
come  at  the  close  of  each  taxable  year  of 
the  corporation  is — 

(1)  The  sum  of  (i)  the  amount  of  pre¬ 
viously  taxed  income  as  of  the  close  of 
the  immediately  preceding  taxable  year, 
and  (ii)  amounts  deemed  distributed  for 
the  current  year  under  §  1.995-2  (relat¬ 
ing  to  deemed  distributions  in  qualified 
years)  and  §1.995-3  (relating  to  deemed 
distributions  upon  disqualifications)  re¬ 
duced  (but  not  below  zero)  in  the  fol¬ 
lowing  order  by — 

(2)  The  amounts  of  any  actual  quali¬ 
fying  distributions  pursuant  to  §  1.992-3 
(as  proposed  in  37  F.R.  18477  for  Sep¬ 
tember  12,  1972)  in  the  order  in  which 
they  are  made  and  finally  the  amounts 
of  any  other  actual  distributions  in  the 
order  in  which  they  are  made,  except 
that  prior  to  each  actual  distribution 
accumulated  DISC  income  shall  be  re¬ 
duced  by  the  portion  of  any  deficit  in 
earnings  and  profits  chargeable  to  it  as 
of  that  time. 

(d)  Other  earnings  and  profits.  Under 
section  996(f)  (3) ,  the  earnings  and  prof¬ 
its  which  are  not  described  in  either 
paragraph  (b)  or  (c)  of  this  section 
constitute  the  other  earnings  and  profits. 
In  general,  other  earnings  and  profits 
represent  amounts  derived  in  taxable 
years  for  which  the  corporation  was  not 
a  DISC.  Other  earnings  and  profits  shall 
be  reduced  by  amounts  treated  as  dis¬ 
tributed  out  of  them  under  §  1.996-1  (re¬ 
lating  to  treatment  of  distributions)  and 
deficits  in  earnings  and  profits  for 
the  year  charged  against  them  under 
§  1.996-2. 

§  1.996—4  Subsequent  effeet  of  previous 
disposition  of  DISC  stock. 

(a)  Shareholder  adjustment  for  pre¬ 
viously  taxed  income.  (1)  Under  section 
996(d)(1),  except  as  provided  in  sub- 
paragraph  (2)  of  this  paragraph,  if — 

(1)  Gain  with  respect  to  a  share  of 
stock  of  a  DISC,  or  former  DISC,  Is 
treated  under  §  1.995-4  as  a  dividend, 
and 

(ii)  With  respect  to  such  share,  any 
person  subsequently  receives  an  actual 
distribution  made  out  of  accumulated 
DISC  income,  or  a  deemed  distribution 
made,  pursuant  to  §  1.995-3,  by  reason 
of  disqualification,  out  of  accumulated 
DISC  income, 

then  such  person  shall  treat  such  distri¬ 
bution  in  the  same  manner  as  a  distribu¬ 
tion  from  previously  taxed  income  (and 
thus  excludable  from  gross  income  under 
§  1.996-l(c))  to  the  extent  that  the 
gain  referred  to  in  subdivision  (i)  of  this 
subparagraph  exceeds  the  aggregate 
amount  of  any  other  distributions  with 
respect  to  such  share  which  were  treated 
under  this  subparagraph  as  made  from 
previously  taxed  income. 

(2)  In  applying  subparagraph  (1)  of 
this  section  with  respect  to  a  share  of 
stock  in  a  DISC,  or  former  DISC,  the 
gain  referred  to  in  subparagraph  (1)  (i) 
does  not  include  any  gain  to  a  share- 
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holder  on  a  redemption  of  such  share 
which  qualifies  as  an  exchange  under 
section  302(a)  or  any  gain  on  a  dispo¬ 
sition  of  such  share  prior  to  such  re¬ 
demption.  Distributions  described  in  sub- 
paragraph  (1 )  (ii)  of  this  paragraph  do 
not  include  a  distribution  in  a  redemp¬ 
tion  which  qualifies  as  an  exchange 
under  section  302(a).  For  adjustments 
to  accumulated  DISC  income  by  reason 
of  dividends  under  §  1.995-4  upon  DISC 
stock  and  upon  a  prior  disposition  of 
such  stock,  see  paragraph  (b)  of  this 
section. 

(3)  Example:  The  application  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  example: 

Example.  In  1974,  under  I  1.995-4,  A,  a 
shareholder  of  a  DISC,  on  the  sale  of  his 
DISC  stock  to  B,  is  required  to  treat  $20  of 
his  gain  as  a  dividend.  The  DISC  has  no  pre¬ 
viously  taxed  Income  and  $40  of  accumulated 
DISC  income.  Subsequently  in  the  same  year, 
B,  the  purchaser  of  the  stock,  receives  an 
actual  dividend  distribution  of  $15  with  re¬ 
spect  to  such  stock  which,  under  §  1.996-1 

(a)  is  treated  as  made  out  of  accumulated 
DISC  income.  The  amounts  of  the  DISC'S 
previously  taxed  Income  and  accumulated 
DISC  income  were  not  adjusted  by  reason 
of  the  dividend  on  the  prior  sale.  However, 
even  though  the  DISC  had  no  previously 
taxed  income,  the  purchaser  would  treat  the 
$15  as  though  it  had  been  paid  out  of  previ¬ 
ously  taxed  income  and,  therefore,  would  not 
include  the  $15  in  gross  income.  If  in  1975, 
B  receives  another  actual  distribution  of  $10 
with  respect  to  such  stock,  $5  (l.e.,  $20 
dividend  on  A's  sale  less  the  $15  distribution 
to  B  in  1974  which  was  treated  under  sub- 
paragraph  (1)  of  this  paragraph  as  made 
from  previously  taxed  income)  is  treated  as 
made  from  previously  taxed  income  and  ex¬ 
cluded  from  gross  income.  The  result  would 
be  the  same  If,  on  January  1.  1974,  B  had 
transferred  such  stock  to  C  by  gift  and  the 
$10  distribution  had  been  made  to  C.  C 
would  receive  the  $5  tax-free. 

(b)  Corporate  adjustment  upon  re¬ 
demption.  (1)  Under  section  996(d)(2), 
if  by  reason  of  §  1.995-4  gain  on  a  re¬ 
demption  of  stock  in  a  DISC,  or  former 
DISC,  is  included  in  the  shareholder’s 
gross  income  as  a  dividend,  then  the  ac¬ 
cumulated  DISC  income  shall  be  reduced 
by  an  amount  equal  to  the  sum  of — 

(1)  The  amount  of  gain  on  such  re¬ 
demption  which,  under  §  1.995-4.  is 
treated  as  a  dividend,  and 

(ii)  The  amount  of  any  gain  with  re¬ 
spect  to  such  redeemed  stock  which,  un¬ 
der  §  1.995-4,  was  treated  as  a  dividend 
on  a  disposition  prior  to  such  redemp¬ 
tion  minus  the  amount  of  distributions 
with  respect  to  such  stock  which  have 
been  treated  as  made  out  of  previously 
taxed  income  by  reason  of  the  applica¬ 
tion  of  paragraph  (a)(1)  of  this  section. 

(2)  The  provisions  of  this  paragraph 
may  be  illustrated  by  the  following 
examples : 

Example  (1).  The  entire  stock  of  a  DISC, 
which  uses  the  calendar  year  as  its  taxable 
year,  has  been  owned  equally  by  A,  B,  C.  and 
D  since  it  was  organized.  At  the  close  of  1976, 
when  the  DISC  has  $100  of  accumulated 
DISC  Income,  it  redeems  all  of  A’s  shares  in 
a  transaction  qualifying  as  an  exchange 
under  section  302(a)  and  A,  under  §  1.995-4 
includes  $25  in  his  gross  income  as  a 
dividend.  The  redemption  has  the  effect  of 
reducing  accumulated  DISC  income  by  $25 
to  $75. 


Example  (2).  Assume  the  same  facts  as 
in  example  (1)  except  that  the  stock  of  the 
DISC  has  not  been  held  equally  by  A,  B,  C, 
and  D  since  its  organization.  A  purchases 
his  shares  from  X  in  1974  in  a  transaction  in 
which  X,  under  5  1.995-4,  Includes  in  his 
gross  income  $30  as  a  dividend.  In  1975,  A  re¬ 
ceives  a  distribution  of  $10  out  of  accumu¬ 
lated  DISC  income  which,  under  paragraph 
(a)  (1)  of  this  section,  is  treated  as  made  out 
of  previously  taxed  income.  Under  these 
facts,  the  redemption  of  A’s  stock  in  1976  has 
the  effect  of  reducing  accumulated  DISC 
income  by  $45  to  $55  determined  as  follows: 


(a)  Accumulated  DISC  income _ $100 

(b)  Minus  sum  of: 

(1)  Dividend  on  redemption 

of  A’s  stock _  25 

(2)  Excess  of  dividend  on  X’s  sale 

($30)  over  distribution  to  A 
treated  as  made  out  of  previ¬ 
ously  taxed  income  ($10) _  20 

Total  _ _ 46 

(c)  Accumulated  DISC  income  on 

Dec.  31,  1976 . .. .  65 


§  1.996—5  Adjustment  to  basis. 

(a)  Addition  to  basis.  Under  section 
996(e)  (1),  amounts  representing  deemed 
distributions  as  provided  in  section 
995(b)  shall  increase  the  basis  of  the 
stock  with  respect  to  which  the  distribu¬ 
tion  is  made. 

(b)  Reductions  of  basis.  Under  section 
996(e)  (2) ,  the  portion  of  an  actual  distri¬ 
bution  treated  as  made  out  of  previously 
taxed  income  shall  reduce  the  basis  of 
the  stock  with  respect  to  which  it  is 
made  and.  to  the  extent  that  it  ex¬ 
ceeds  the  adjusted  basis  of  such  stock, 
shall  be  treated  as  gain  from  the  sale  or 
exchange  of  property.  In  the  case  of  stock 
includible  in  the  gross  estate  of  a 
decedent  for  which  an  election  is  made 
under  section  2032  (relating  to  alternate 
valuation),  this  paragraph  shall  not 
apply  to  any  distribution  made  after  the 
date  of  the  decedent’s  death  and  before 
the  alternate  valuation  date  provided  by 
section  2032.  See  section  1014(d)  for  a 
special  rule  for  determining  the  basis  of 
stock  in  a  DISC,  or  former  DISC,  ac¬ 
quired  from  a  decedent. 

§  1.996—6  Effectively  connected  income. 

In  the  case  of  a  shareholder  who  is  a 
nonresident  alien  individual  or  a  foreign 
corporation,  trust,  or  estate,  amounts 
taxable  as  dividends  by  reason  of  the 
application  of  §  1.995-4  (relating  to  gain 
on  disposition  of  stock  in  a  DISC), 
amounts  treated  under  §  1.996-1  as  dis¬ 
tributed  out  of  accumulated  DISC  in¬ 
come,  and  amounts  deemed  distributed 
under  5  1.995-2(a)  (1)  through  (4)  shall 
be  treated  as  gains  and  distributions 
which  are  effectively  connected  with  the 
conduct  of  a  trade  or  business  conducted 
through  a  permanent  establishment  of 
such  shareholder  within  the  United 
States,  and  shall  be  subject  to  tax  in 
accordance  with  the  provisions  of  sec¬ 
tion  871(b)  and  the  regulations  there¬ 
under  in  the  case  of  nonresident  alien 
individuals,  trusts,  or  estates,  or  section 
882  and  the  regulations  thereunder  in 
the  case  of  foreign  corporations.  In  no 
case,  however,  shall  other  income  of  such 
shareholder  be  taxable  as  effectively  con¬ 
nected  with  the  conduct  of  a  trade  or 


business  through  a  permanent  establish¬ 
ment  in  the  United  States  solely  because 
of  the  application  of  this  section. 

§  1.996—7  Carryover  of  DISC  tax  attri¬ 
butes. 

(a)  In  general.  Carryover  of  a  DISC’S 
divisions  of  earnings  and  profits  to  ac¬ 
quiring  corporations  in  nontaxable 
transactions  shall  be  subject  to  rules 
generally  applicable  to  other  corporate 
tax  attributes.  For  example,  a  DISC 
which  acquires  the  assets  of  another 
DISC  in  a  transaction  to  which  section 
381(a)  applies  shall  succeed  to,  and  take 
into  account,  the  divisions  of  the  earn¬ 
ings  and  profits  of  the  transferor  DISC 
in  accordance  with  section  381(c)(2). 

(b)  Allocation  of  divisions  of  earnings 
and  profits  in  corporate  separations.  If 
one  DISC  transfers  part  of  its  assets  to 
another  controlled  DISC  in  a  transaction 
to  which  section  368(a)  (1)  (D)  applies 
and  immediately  thereafter  the  stock  of 
the  controlled  DISC  is  distributed  in  a 
distribution  or  exchange  to  which  sec¬ 
tion  355  (or  so  much  of  section  356  as 
relates  to  section  355)  applies,  then — 

(1)  The  earnings  and  profits  of  the 
distributing  DISC  immediately  before 
the  transaction  shall  be  allocated  be¬ 
tween  the  distributing  DISC  and  the 
controlled  DISC  in  accordance  with  the 
provisions  of  §  1.312-10. 

(2)  Each  of  the  divisions  of  such  earn¬ 
ings  and  profits,  namely  previously  taxed 
income,  accumulated  DISC  income,  and 
other  earnings  and  profits,  shall  be  al¬ 
located  on  the  same  basis  as  the  earnings 
and  profits  are  allocated. 

(3)  Any  qualified  export  assets  of  the 
distributing  DISC  which  are  limited  by 
its  accumulated  DISC  income  (e.g.,  pro¬ 
ducer’s  loans:  Export-Import  Bank  and 
other  obligations  described  in  S  1.993- 
2(h);  and  financing  obligations  de¬ 
scribed  in  §  1. 993-2 (i)  (as  proposed  in  37 
F.R.  20859  for  Oct.  4,  1972) ) ,  shall  be  al¬ 
located  on  the  same  basis  as  the  earnings 
and  profits  are  allocated. 

(c)  Accumulated  DISC  income  ac¬ 
counts  of  separate  DISC’S  maintained 
after  corporate  combination.  If  two  or 
more  DISC’S  combine  to  form  a  new 
DISC,  or  if  the  assets  of  one  DISC  are 
acquired  by  another  DISC,  in  a  transac¬ 
tion  described  in  section  381(a),  ac¬ 
cumulated  DISC  income  of  the  acquired 
DISC  or  DISC’S,  shall  carry  over  and  be 
taken  into  account  by  the  acquiring  or 
new  DISC,  except  that  a  separate  account 
shall  be  maintained  for  the  accumulated 
DISC  income  of  any  DISC  scheduled  to 
be  received  as  a  deemed  distribution  by 
its  shareholders  under  §  1.995-3  (relating 
to  deemed  distributions  upon  disqualifi¬ 
cation)  . 

§  1.996—8  Effect  of  carryback  of  capital 
loss  or  net  operating  loss  to  prior 
DISC  taxable  year. 

(a)  Under  §  1.995-2(e)  the  deduction 
under  section  172  for  a  net  operating  loss 
carryback  or  under  section  1212  for  a 
capital  loss  carryback  is  determined  as' if 
the  DISC  were  a  domestic  corporation 
which  had  not  elected  to  be  treated  as  a 
DISC.  A  carryback  of  a  net  operating  loss 
or  of  a  capital  loss  of  any  corporation 
which  reduces  its  taxable  income  for  a 
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preceding  taxable  year  for  which  it 
qualified  as  a  DISC  will  have  the  con¬ 
sequences  enumerated  in  paragraphs  (b) 
through  (e)  of  this  section. 

(b)  For  such  preceding  taxable  year, 
the  amount  of  a  deemed  distribution  of 
one-half  of  certain  taxable  income  des¬ 
cribed  in  §  1.995-2(a)  (4)  is  reduced  in 
effect  (but  not  below  zero)  by  one-half 
of  the  sum  of  the  amount  of  the  deduc¬ 
tion  under  section  172  for  such  year  for 
net  operating  loss  carrybacks  and  the 
amount  of  the  deduction  under  section 
1212  for  such  year  for  capital  loss  carry¬ 
backs. 

(c)  The  amount  of  reduction  in  the 
deemed  distribution  under  paragraph  (b) 
of  this  section  will  have  the  effect  of  in¬ 
creasing  the  earnings  and  profits  limita¬ 
tion,  provided  in  §  1.995-2(b)  (2),  on  the 
amount  of  foreign  investment  attribut¬ 
able  to  producer’s  loans  which  is  deemed 
distributed  under  §  1.995-2(a)  (5). 

(d)  If  the  amount  of  a  deemed  distri¬ 
bution  for  a  preceding  taxable  year  is 
reduced  as  described  in  paragraph  (b) 
of  this  section,  then  for  such  preceding 
taxable  year  the  previously  taxed  income 
(as  defined  in  3  1.996-3(c) )  shall  be  de¬ 
creased  by  the  amount  of  such  reduc¬ 
tion  and  the  accumulated  DISC  Income 
(as  defined  in  §  1.996-3(b) )  shall  be  in¬ 
creased  by  the  amount  of  such  reduction. 
Such  adjustments  shall  be  made  as  of 
the  time  the  deemed  distribution  for  such 
preceding  taxable  year  is  treated  as  hav¬ 
ing  occurred.  See  §  1.996-1  (d)  for  the 
priority  of  such  deemed  distribution  in 
relation  to  other  distributions  made  in 
that  preceding  taxable  year. 

(e)  The  amount  and  treatment  of  any 
actual  distribution  made  in  such  preced¬ 
ing  taxable  year  or  a  year  subsequent  to 
such  preceding  year,  and  the  treatment 
of  gain  on  a  disposition  (in  any  such 
year)  of  the  DISC’S  stock  to  which 
5  1.995-4  applies,  shall  be  properly  ad¬ 
justed  to  reflect  the  adjustments  to 
previously  taxed  income  and  accumu¬ 
lated  DISC  income  described  in  para¬ 
graph  (d)  of  this  section. 

§  1.997  Statutory  provisions;  special 
subchapter  C  rules. 

Sec.  997.  For  purposes  of  applying  the  pro¬ 
visions  of  subchapter  C  of  chapter  1,  any  dis¬ 
tribution  In  property  to  a  corporation  by  a 
DISC  or  former  DISC  which  Is  made  out  of 
previously  taxed  Income  or  accumulated 
DISC  Income  shall — 

(1)  Be  treated  as  a  distribution  In  the  same 
amount  as  If  such  distribution  of  property 
were  made  to  an  Individual,  and 

(2)  Have  a  basis,  In  the  hands  of  the 
recipient  corporation,  equal  to  the  amount 
determined  under  paragraph  (1), 

[Sec.  997  aa  added  by  sec.  501  Revenue  Act, 
1971  (85  Stat.  544)  ] 

§  1.997—1  Special  rules  for  subcliupler  C 
of  the  Code. 

(a)  For  purposes  of  applying  the  pro¬ 
visions  of  sections  301  through  395  of  the 
Code,  any  distribution  in  property  to  a 
corporation  by  a  DISC,  or  former  DISC, 
which  is  made  out  of  previously  taxed  in¬ 
come  or  accumulated  DISC  income  shall 
be  treated  as  a  distribution  in  the  same 
amount  as  if  such  distribution  of  prop¬ 
erty  were  made  to  an  individual,  and 


have  a  basis,  in  the  hands  of  the  recipient 
corporation,  equal  to  such  amount 
treated  as  having  been  distributed. 

(b)  This  section  may  be  illustrated  by 
the  following  example: 

Example.  X  corporation  Is  the  sole  share¬ 
holder  of  Y  corporation  which  Is  a  DISC.  Y 
makes  an  actual  distribution  of  property  to 
X  with  respect  to  X’s  stock  In  Y.  The  property 
has  a  basis  of  $50  and  a  fair  market  value  of 
$100.  The  distribution  Is  treated  as  made  out 
of  accumulated  DISC  Income  under  section 
996(a)  and  is  taxable  as  a  dividend  under 
section  301(c)(1).  Even  though  X  is  a  cor¬ 
poration  the  amount  of  the  distribution  Is 
$100  notwithstanding  the  provisions  of  sec¬ 
tion  301  (b)  (1)  (B)  and  the  basis  of  the  prop¬ 
erty  In  X’s  hands  is  $100  notwithstanding 
the  provisions  of  section  301(d)  (2). 

[FR  Doc.72-22291  Filed  12-28-72:8:45  am] 


[  26  CFR  Part  1  1 
INCOME  TAX 

Withdrawal  of  Proposal  Regarding 
Investment  Credit  Provisions 

Notice  is  hereby  given  that  the  regu¬ 
lations  proposed  to  be  prescribed  under 
section  47  of  the  Internal  Revenue  Code 
of  1954,  relating  to  the  investment  credit, 
which  were  published  in  tentative  form 
with  a  notice  of  proposed  rule  making 
in  the  Federal  Register  on  Septem¬ 
ber  12,  1970  (35  F.R.  14405)  are  with¬ 
drawn. 

[seal]  Johnnie  M.  Walters, 
Commissioner  of  Internal  Revenue. 
[FR  Doc.72-22398  Filed  12-28-72:8:50  am] 

DFPARTMENT  OF 
TRANSPORTATION 

Federal  Aviation  Administration 
[  14  CFR  Part  39  1 

[Docket  No.  72-CE-34-AD] 

BEECH  MODEL  65  AND  65-80  SERIES 
AIRPLANES 

Advance  Notice  of  Proposed  Rule 
Making 

The  FAA  is  considering  rule  making 
action  with  respect  to  Beech  Model  65 
and  65-80  series  airplanes.  This  action 
would  amend  Part  39  of  the  Federal  Avi¬ 
ation  Regulations  by  issuing  an  Air¬ 
worthiness  Directive  which  would  deal 
with  a  problem  involving  the  detection 
and  control  of  inflight  fires  resulting 
from  massive  engine  disintegration  in 
these  series  airplanes.  Proposed  improve¬ 
ments  in  fire  protection  include  features 
required  for  transport  category  aircraft 
certification.  In  view  of  the  installation 
and  maintenance  costs  associated  with 
these  modifications,  opinions  and  recom¬ 
mendations  from  Queen  Air  owners  and 
operators  regarding  the  proposed  or 
equivalent  airplane  modifications  are 
needed  before  considering  issuance  of  an 
AD. 
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This  advance  notice  of  proposed  rule 
making  is  being  issued  in  accordance 
with  the  FAA’s  policy  for  the  early  insti¬ 
tution  of  public  rule  making  proceed¬ 
ings.  An  “advance”  notice  is  issued  when 
it  is  found  that ’the  resources  of  the  FAA 
and  reasonable  inquiry  outside  of  the 
FAA  do  not  yield  a  sufficient  basis  to 
identify  and  select  a  tentative  course  or 
alternate  courses  of  action,  or  where  it 
would  be  helpful  to  invite  public  partici¬ 
pation  in  the  identification  and  selection 
of  a  course  or  alternative  courses  of  ac¬ 
tion  with  respect  to  a  particular  rule 
making  problem.  The  subject  matter  of 
this  notice  involves  a  situation  contem¬ 
plated  by  that  policy. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  the  proposed 
rule  by  submitting  such  written  data, 
view,  or  arguments  as  they  may  desire. 
Communications  should  identify  the 
regulatory  docket  or  notice  number  and 
be  submitted  in  duplicate  to  the  Federal 
Aviation  Administration,  Office  of  the 
Regional  Counsel,  1548  Federal  Building, 
601  East  12th  Street,  Kansas  City,  MO 
64106.  All  communications  received  on  or 
before  February  27,  1973,  will  be  consid¬ 
ered  by  the  Administrator  before  taking 
action  upon  the  proposed  rule.  All  com¬ 
ments  will  be  available,  both  before  and 
after  the  closing  date  for  comments,  in 
the  Regional  Office  for  examination  by 
interested  persons.  If  it  is  determined  to 
be  in  the  public  interest  to  proceed  fur¬ 
ther,  after  consideration  of  the  available 
data  and  comments  received  in  response 
to  this  notice,  a  notice  of  proposed  rule 
making  will  be  issued. 

There  are  approximately  800  Beech 
Model  65  and  65-80  series  aircraft  now 
in  service.  Recent  accidents  have  indi¬ 
cated  that  engine  power  plant  fires  in 
these  aircraft  have  not  been  discovered 
or  appropriate  corrective  action  was  not 
taken  in  time  to  prevent  spread  of  the 
fire  and  resultant  structural  damage.  The 
pilot  may  not  discover  the  fire  in  the  ini¬ 
tial  stage  because  the  smoke  or  flame 
will  egress  through  the  augmentor  tubes 
which  are  shielded  from  the  pilot’s  view 
by  the  wing. 

The  FAA  has  already  taken  certain  ac¬ 
tions  to  preclude  inflight  fires  in  these 
airplanes.  Specifically,  the  following  has 
been  accomplished : 

(1)  The  agency  has  written  owners  and 
operators  of  all  light  twin  airplanes 
warning  them  of  the  necessity  of  imme¬ 
diate  corrective  action  upon  the  discov¬ 
ery  of  an  inflight  powerplant  fire  and 
urging  them  to  observe  good  mainte¬ 
nance  and  operational  practices  on  these 
airplanes. 

(2)  AD  72-18-7  has  been  issued  re¬ 
quiring  installation  of  an  emergency  en¬ 
gine  shutdown  procedure  placard  on  the 
instrument  panel  of  65  and  65-80  series 
airplanes. 

(3)  AD  72-18-8  has  been  issued  re¬ 
quiring  compliance  with  Beechcraft 
service  instructions  covering  installation 
of  flexible  fuel  lines  and  inspection  of 
existing  fuel  lines  for  damage  in  certain 
models  of  this  series  and  a  general  in¬ 
spection  of  all  fuel  system  components 
in  65  and  65-80  series  airplanes. 
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(4)  AD  72-21-6  has  been  issued  re¬ 
quiring  inspection  and  modification  of 
Lycoming  IGSO-540-A  and  -B  engines 
to  detect  incipient  failures  and  improve 
reliability.  These  engines  are  used  in 
Beech  65  and  65-80  series  airplanes. 

The  manufacturer  proposes  to  develop 
Service  Kit  No.  65-9008-1  (Nacelle  In¬ 
terior  Fire  Seal  Installation)  and  Serv¬ 
ice  Kit  No.  65-9007-1  (Engine  Fire  De¬ 
tector  System  Installation)  which  will 
improve  the  fire  containment  character¬ 
istics  of  the  engine  nacelle  and  provide  a 
cockpit  indication  of  an  engine  nacelle 
or  wheel  well  fire  in  its  early  stages.  The 
estimated  cost  of  the  Fire  Detector  Sys¬ 
tem  Installation  is  approximately  $1,800 
for  the  kit  and  50  man-hours  for  instal¬ 
lation.  The  Nacelle  Interior  Fire  Seal 
Kit  will  cost  approximately  $300  and 
will  require  about  25  man-hours  for  in¬ 
stallation.  The  installation  of  the  Na¬ 
celle  Interior  Fire  Seal  Kit  will  provide 
additional  time  for  the  pilot  to  discover 
a  powerplant  fire  and  take  appropriate 
action  and  therefore  may  lessen  the 
need  for  the  installation  of  the  fire  de¬ 
tector  system.  The  manufacturer  ad¬ 
vises  that  the  aforementioned  kit  prices 
are  contingent  upon  a  predetermined 
number  of  unit  sales. 

Recognizing  that  the  existing  actions 
have  substantially  reduced  but  not  totally 
eliminated  the  possibility  of  massive  en¬ 
gine  disintegration  and  subsequent  in¬ 
flight  fire  in  Beech  65  and  65-80  series 
airplanes,  the  agency  is  considering  the 
necessity  for  additional  rule  making  ac¬ 
tion  which  would  decrease  the  fire  detec¬ 
tion  time  and  increase  the  time  interval 
in  which  action  taken  by  the  pilot  to  con¬ 
trol  and  contain  an  inflight  fire  would  be 
effective.  In  this  regard  the  agency  is  es¬ 
pecially  interested  in  field  comments  and 
viewpoints  on  the  following: 

(1)  Mandatory  installation  of  both 
kits. 

(2)  Mandatory  installation  of  only 
Service  Kit  65-9008-1  nacelle  interior 
fire  seal  modification. 

(3)  No  additional  regulatory  action. 

Since  the  purpose  of  an  advance  no¬ 
tice  is  to  obtain  public  participation  in 
the  identification  or  selection  of  a  course 
or  courses  of  action,  the  agency  asks  that 
comments  contain  sufficient  supporting 
statements  and  data  to  justify  all  recom¬ 
mendations  and  conclusions.  If  the  justi¬ 
fications  are  based  on  an  actual  power- 
plant  fire,  the  data  should  include: 

(a)  Origin  of  fire. 

(b)  Means  of  detection. 

(c)  Fire  duration. 

(d)  Engine  shutdown  procedure. 

(e)  Aircraft  and  engine  damage. 

This  advance  notice  of  proposed  rule 
making  was  authorized  under  the  author¬ 
ity  of  sections  313(a) ,  601,  and  603  of  the 
Federal  Aviation  Act  of  1958  (49  U.S.C. 
1354(a),  1421,  and  1423),  and  of  section 
6(c)  of  the  Department  of  Transporta¬ 
tion  Act  (49  U.S.C.  1655(0  ) . 

Issued  in  Kansas  City,  Missouri,  on 
December  15, 1972. 

John  R.  Walls, 

Acting  Director,  Central  Region. 

[FR  Doc.72-22378  Filed  12-26-72:8:47  am] 


[  14  CFR  Part  71  ] 

[Airspace  Docket  No.  72-GL-70] 

TRANSITION  AREA 
Proposed  Alteration 

The  Federal  Aviation  Administration 
is  considering  amending  Part  71  of  the 
Federal  Aviation  Regulations  so  as  to 
alter  the  transition  area  at  Millersburg, 
Ohio. 

Interested  persons  may  participate  in 
the  proposed  rule  making  by  submitting 
such  written  data,  views,  or  arguments 
as  they  may  desire.  Communications 
should  be  submitted  in  triplicate  to  the 
Director,  Great  Lakes  Region,  Attention: 
Chief,  Air  Traffic  Division,  Federal  Avia¬ 
tion  Administration,  2300  East  Devon 
Avenue,  Des  Plaines,  IL  60018.  All  com¬ 
munications  received  within  30  days  after 
publication  of  this  notice  in  the  Federal 
Register  will  be  considered  before  action 
is  taken  on  the  proposed  amendment. 
No  public  hearing  is  contemplated  at  this 
time,  but  arrangements  for  informal 
conferences  with  Federal  Aviation  Ad¬ 
ministration  officials  may  be  made  by 
contacting  the  Regional  Air  Traffic  Divi¬ 
sion  Chief.  Any  data,  views  or  arguments 
presented  during  such  conferences  must 
also  be  submitted  in  writing  in  accord¬ 
ance  with  this  notice  in  order  to  become 
part  of  the  record  for  consideration.  The 
proposal  contained  in  this  notice  may  be 
changed  in  the  light  of  comments 
received. 

A  public  docket  will  be  available  for 
examination  by  interested  persons  in  the 
Office  of  the  Regional  Counsel,  Federal 
Aviation  Administration,  2300  East  De¬ 
von  Avenue,  Des  Plaines,  IL  60018. 

An  instrument  approach  procedure 
based  on  a  non-Federal  NDB  has  been 
developed  for  the  Holmes  County  Airport. 
Accordingly,  it  is  necessary  to  alter  the 
Millersburg,  Ohio  transition  area  to  ade¬ 
quately  protect  the  aircraft  executing 
the  new  approach  procedure. 

In  consideration  of  the  foregoing,  the 
Federal  Aviation  Administration  pro¬ 
poses  to  amend  Part  71  of  the  Federal 
Aviation  Regulations  as  hereinafter  set 
forth: 

In  §  71.181  (37  F.R.  2143) .  the  following 
transition  area  is  amended  to  read: 

Millersburg,  Ohio 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  6-mile  radius 
of  the  Holmes  County  Airport  (latitude 
40°32'20"  N.,  longitude  81°67'05"  W.)  and 
within  3  miles  each  side  of  the  085*  bearing 
from  the  airport  extending  from  the  6-mile 
radius  area  to  12  miles  east,  and  within  2 
miles  each  side  of  the  Tiverton,  Ohio  VOR 
059*  radial  extending  from  the  6-mUe  radius 
area  to  the  VOR. 

(Sec.  307(a),  Federal  Aviation  Act  of  1958, 
49  U.S.C.  1348;  sec.  6(o),  Department  of 
Transportation  Act,  49  U8.C.  1655(c)) 

Issued  in  Des  Plaines,  Ill.,  on  Decem¬ 
ber  8, 1972. 

Lyle  K.  Brown, 
Director,  Great  Lakes  Region. 

[FR  Doc.72-22376  Filed  12-28-72:8:47  am] 
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[  Airspace  Docket  No.  72-GL-69  ] 

TRANSITION  AREA 
Proposed  Designation 

The  Federal  Aviation  Administration  is 
considering  amending  Part  71  of  the  Fed¬ 
eral  Aviation  Regulations  so  as  to  desig¬ 
nate  a  transition  area  at  Fayette  County 
Airport,  Washington  Court  House,  Ohio. 

Interested  persons  may  participate  in 
the  proposed  rule  making  by  submitting 
such  written  data,  views  or  arguments  as 
they  may  desire.  Communications  should 
be  submitted  in  triplicate  to  the  Director, 
Great  Lakes  Region,  Attention:  Chief, 
Air  Traffic  Division,  Federal  Aviation 
Administration,  2300  East  Devon  Avenue, 
Des  Plaines,  IL  60018.  All  communica¬ 
tions  received  within  30  days  after  pub¬ 
lication  of  this  notice  in  the  Federal 
Register  will  be  considered  before  action 
is  taken  on  the  proposed  amendment.  No 
public  hearing  is  contemplated  at  this 
time,  but  arrangements  for  informal  con¬ 
ferences  with  Federal  Aviation  Adminis¬ 
tration  officials  may  be  made  by  contact¬ 
ing  the  Regional  Air  Traffic  Division 
Chief.  Any  data,  views  or  arguments  pre¬ 
sented  during  such  conferences  must  also 
be  submitted  in  writing  in  accordance 
with  this  notice  in  order  to  become  part 
of  the  record  for  consideration.  The  pro¬ 
posal  contained  in  this  notice  may  be 
changed  in  the  light  of  comments  re¬ 
ceived. 

A  public  docket  will  be  available  for 
examination  by  interested  persons  in  the 
Office  of  the  Regional  Counsel,  Federal 
Aviation  Administration,  2300  East  De¬ 
von  Avenue,  Des  Plaines,  IL  60018. 

A  new  public  use  Instrument  approach 
procedure  has  been  developed  for  the 
Fayette  County  Airport,  Washington 
Court  House,  Ohio,  utilizing  a  non-Fed¬ 
eral  NDB  as  a  navigational  aid.  Conse¬ 
quently,  it  is  necessary  to  provide  con¬ 
trolled  airspace  protection  for  aircraft 
executing  this  new  approach  procedure 
by  designating  a  transition  area  at  Wash¬ 
ington  Court  House,  Ohio. 

In  consideration  of  the  foregoing,  the 
Federal  Aviation  Administration  pro¬ 
poses  to  amend  Part  71  of  the  Federal 
Aviation  Regulations  as  hereinafter  set 
forth: 

In  §  71.181  (37  F.R.  2143) ,  the  following 
transition  area  is  added: 

Washington  Court  House,  Ohio 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  a  6% -mile 
radius  of  the  Fayette  County  Airport  (lati¬ 
tude  39°34’15"  N.,  longitude  83°25'13"  W.) 
and  within  3  miles  each  side  of  the  037* 
bearing  from  the  airport  extending  from  the 
5% -mile  radius  area  to  10  miles  northeast. 

(Sec.  307(a),  Federal  Aviation  Act  of  1958, 
49  U.S.C.  1438;  sec.  6(c),  Department  of 
Transportation  Act,  49  U.S.C.  1655(c) ) 

Issued  in  Des  Plaines,  Ill.,  on  Decem¬ 
ber  8, 1972. 

Lyle  K.  Brown, 
Director,  Great  Lakes  Region. 

[FR  Doc.72-22377  Filed  12-28-72; 8: 47  am] 
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[Docket  No.  12457;  Notice  No.  72-34] 

JOHN  F.  KENNEDY  AIRPORT 

Proposed  Shift  of  Peak  Hour  Air 
Carrier  IFR  Reservations 

The  Federal  Aviation  Administration 
proposes  to  shift  10  air  carrier  (except 
air  taxi)  peak  hour  IFR  reservations  at 
John  F.  Kennedy  Airport  from  the  hour 
between  7  and  8  p.m.  to  the  hour  between 
4  and  5  p.m. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  the  proposed 
rule  by  submitting  such  written  data, 
views,  or  arguments  as  they  may  desire. 
Communications  should  identify  the 
docket  number  and  be  submitted  in  dup¬ 
licate  to  the  Federal  Aviation  Adminis¬ 
tration,  Office  of  the  General  Counsel, 
Attention:  Rules  Docket,  AGC-24,  800 
Independence  Avenue  SW.,  Washington, 
DC  20591.  All  communications  received 
on  or  before  January  21,  1973,  will  be 
considered  by  the  Administrator  before 
taking  action  upon  the  proposed  rule. 
The  proposal  contained  in  this  notice 
may  be  changed  in  the  light  of  comments 
and  will  be  available,  both  before  and 
after  the  closing  date  for  comments,  in 
the  Rules  Docket  for  examination  by  in¬ 
terested  persons. 

Current  §  93.123,  high  density  traffic 
airports,  specifies,  in  the  table  in  para¬ 
graph  (a)  thereof,  the  hourly  number  of 
allocated  IFR  operations  (takeoffs  and 
landings)  that  may  be  reserved  for  speci¬ 
fied  classes  of  users  of  John  F.  Kennedy 
and  other  airports.  That  table  provides 
for  70  such  operations  for  air  carriers, 
other  than  air  taxis,  at  John  F.  Kennedy 
Airport.  Current  paragraph  (b)  (2)  of 
§  93.123  modifies  the  provisions  in  the 
table  by  providing  for  80  IFR  reserva¬ 
tions  per  hour  for  air  carriers  (except 
air  taxis)  at  the  John  F.  Kennedy  Airport 
“from  5  p.m.  to  8  p.m.” 

It  now  appears  that  the  current  regu¬ 
lation  mismatches  supply  and  demand 
for  air  carrier  service  at  John  F.  Ken¬ 
nedy  Airport  in  that  the  demand  for  air 
carrier  service  (other  than  a  taxi  serv¬ 
ice)  significantly  exceeds  the  70  reserva¬ 
tions  allocated  between  4  and  5  p.m., 
whereas  the  demand  does  not  fully  utilize 
the  80  reservations  allocated  between  7 
and  8  p.m.  This  is  concluded  from  infor¬ 
mation  submitted  by  the  Air  Transport 
Association,  Inc.  (ATA),  and  the  Na¬ 
tional  Air  Carriers  Association,  Inc. 
(NACA)  in  connection  with  the  recent 
extension  of  the  determination  date  for 
the  high  density  traffic  airports  regula¬ 
tions  (see  Arndt.  93-25,  published  in  the 
Federal  Register  on  Oct.  25,  1972,  at  37 
F.R.  22793). 

The  information  submitted  indicates 
that,  while  the  current  allowance  for 
peak  period  demand  from  5  p.m.  to 
8  p.m.  coincides  with  actual  peak  de¬ 
mands  in  1969  and  1970,  there  has  been 
a  gradual  shift  in  demand  so  that  the 
peak  now  begins  at  4  p.m.  and  ends  at 
7  p.m.  The  information  also  Indicates 
that,  from  a  scheduling  standpoint,  to 
meet  expected  future  demand  for  pub¬ 
lic  air  transportation,  much  greater  dis- 
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ruption  of  proposed  air  carrier  schedules, 
including  schedules  for  international 
operations,  would  result  from  continuing 
the  current  5  p.m.  to  8  p.m.  peak  reserva¬ 
tion  allowance  than  would  result  if  the 
allowance  for  extra  operations  is  shifted 
forward  1  hour  (to  the  period  from 
4  p.m.  to  7  p.m.) .  The  details  of  the  com¬ 
ments  from  ATA  and  NACA  in  support  of 
their  request  for  a  shift  in  peak  hour  IFR 
reservations  have  been  placed  in  the 
docket  for  this  proposed  amendment  for 
review  by  interested  persons. 

It  should  be  noted  that  this  proposal 
would  merely  shift  the  air  carrier  peak 
hour  IFR  reservations  provisions  for¬ 
ward  1  hour.  No  substantive  change  is 
proposed  with  respect  to  the  total  num¬ 
ber  of  IFR  reservations  for  air  carriers 
during  the  3  hours  of  peak  demand,  nor 
is  any  substantive  change  proposed  with 
respect  to  the  IFR  reservations  allocated 
to  other  users  of  John  F.  Kennedy 
Airport. 

In  consideration  of  the  foregoing,  §  93.- 
123(b)(2)  of  Part  93  of  the  Federal  Avia¬ 
tion  Regulations  would  be  amended  to 
read  as  follows  (with  brackets  placed 
around  the  proposed  change) : 

§  93..123  High  density  traffic  airports. 

*  *  *  *  * 

(b)  *  *  * 

(2)  The  allocation  of  IFR  reservations 
for  air  carriers  except  air  taxis  at  the 
John  F.  Kennedy  Airport  is  80  IFR  reser¬ 
vations  per  hour  from  4  p.m.  to  7  p.m. 
•  •  •  •  • 

This  proposed  amendment  is  issued 
under  the  authority  of  sections  103,  307 
(a),  (b),  and  (c),  313(a),  and  601  of  the 
Federal  Aviation  Act  of  1958  (49  U.S.C. 
1303,  1348  (a),  (b),  and  (c),  1354(a), 
and  1421);  and  section  6(c)  of  the  De¬ 
partment  of  Transportation  Act  (49 
U.S.C.  1655(0). 

Issued  in  Washington,  D.C.,  on  De¬ 
cember  22,  1972. 

William  M.  Flener, 
Director,  Air  Traffic  Service. 
[FR  Doc.72-22379  Filed  12-28-72; 8: 47  am] 

ENVIRONMENTAL  PROTECTION 
AGENCY 

E  40  CFR  Part  126  1 

NATIONAL  POLLUTANT  DISCHARGE 
ELIMINATION  SYSTEM 

Proposed  Forms  and  Guidelines  for 
Acquisition  of  Information  From 
Owners  and  Operators  of  Point 
Sources;  Extension  of  Time  for 
Comments 

The  Environmental  Protection  Agency 
proposed  forms  and  guidelines  for  acqui¬ 
sition  of  information  from  owners  and 
operators  of  point  sources  in  a  notice  of 
proposed  rule  making  which  was  pub¬ 
lished  in  the  Federal  Register  on  De¬ 
cember  5,  1972  (37  F.R.  25898).  Four 
short  application  forms,  a  discharge 
monitoring  report  form,  and  accom- 
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panying  instructions  were  proposed,  pur¬ 
suant  to  the  authority  contained  in  sec¬ 
tion  304(h)  (1)  of  the  Federal  Water  Pol¬ 
lution  Control  Act  Amendments  of  1972 
(86  Stat.  816;  33  U.S.C.  —  (1972) )  (here¬ 
inafter  referred  to  as  the  “Act”). 

The  American  Farm  Bureau  Federa¬ 
tion,  the  Texas  Farm  Bureau,  the  Vir¬ 
ginia  Farm  Bureau  Federation,  and  a 
number  of  other  persons  have  requested 
additional  time  to  submit  comments  on 
the  proposed  short  Form  B  relating  to 
agriculture,  forestry,  and  fishing  activi¬ 
ties.  Due  to  the  very  large  number  of 
potential  applicants  engaged  in  agricul¬ 
ture,  forestry,  and  fishing  operations  cov¬ 
ered  by  short  Form  B,  the  desirability  of 
establishing  a  form  suitable  for  agricul¬ 
tural-related  discharges,  and  the  lack  of 
prior  experience  in  permitting  discharges 
from  agricultural  point  sources,  the  En¬ 
vironmental  Protection  Agency  finds  that 
good  cause  exists  for  the  extension  of  the 
period  for  comment  on  short  Form  B 
and  that  the  extension  is  in  the  public 
interest. 

The  Agency  also  recognizes  that  there 
may  exist  a  large  number  of  persons 
which  engage  in  agricultural  and  related 
activities  covered  by  short  Form  B  and 
which  may  have  an  intermittent,  infre¬ 
quent,  or  small  discharge  which  has  little 
or  no  effect  upon  the  quality  of  any 
waters  covered  by  the  Act.  During  the 
extended  period  for  comment,  the  Agency 
invites  information,  statistics,  and  com¬ 
ments  from  interested  persons  on  any 
such  categories  of  dischargers  (including 
any  classes,  types,  and  sizes  within  any 
category  that  should  be  excluded  from 
NPDES  application  and  filing  require¬ 
ments. 

All  such  information,  statistics,  and 
comments  should  be  submitted  in  writing 
to  the  Office  of  Enforcement  and  Gen¬ 
eral  Counsel,  Environmental  Protection 
Agency,  Washington,  D.C.  20460.  The 
Environmental  Protection  Agency  will 
consider  all  comments  on  the  proposed 
short  Form  B  relating  to  agricultural, 
forestry,  and  fishing  activities  received 
on  or  before  January  20,  1973. 

Dated:  December  22,  1972. 

William  D.  Ruckelshaus, 
Administrator. 

[FR  Doc.72-22332  Filed  12-28-72:8:50  am] 


FEDERAL  RESERVE  SYSTEM 

[12  CFR  Part  226  1 

[Reg.  Z] 

TRUTH  IN  LENDING 

Advertising  of  Open  End  Credit  Terms 

1.  Pursuant  to  the  authority  con¬ 
tained  in  the  Truth  in  Lending  Act  (15 
U.S.C.  section  1601  et  seq.),  the  Board 
of  Governors  proposes  to  amend  Part  226 
(Regulation  Z)  in  the  manner  and  for 
the  reasons  set  forth  below : 

Amend  §S  226.6(a)  and  226.10  (c)  and 
(d)  to  read  as  follows: 

§  226.6  General  disclosure  requirements. 

(a)  Disclosures;  general  rule.  The  dis¬ 
closures  required  to  be  given  by  this  part 
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shall  be  made  clearly,  conspicuously,  in 
meaningful  sequence,  in  accordance  with 
the  further  requirements  of  this  section, 
and  at  the  time  and  in  the  terminology 
prescribed  in  applicable  sections.  Except 
with  respect  to  the  requirements  of 
§  226.10,  where  the  terms  “finance 
charge”  and  “annual  percentage  rate” 
are  required  to  be  used,  they  shall  be 
printed  more  conspicuously  than  other 
terminology  required  by  this  part  and 
all  numerical  amounts  and  percentages 
shall  be  stated  in  figures  and  shall  be 
printed  in  not  less  than  the  equivalent  of 
10  point  type,  .075  inch  computer  type, 
or  elite  size  typewritten  numerals,  or 
shall  be  legibly  handwritten. 

•  •  •  •  • 

§226,10  Advertising  credit  terms. 

•  •  *  •  • 

(c)  Advertising  of  open  end  credit.  No 
advertisement  to  aid,  promote,  or  assist 
directly  or  indirectly  the  extension  of 
open  end  credit  may  set  forth  any  of  the 
terms  described  in  paragraph  (a)  of 
§  226.7,  the  Comparative  Index  of  Credit 
Cost,  or  that  a  specified  downpayment 
or  periodic  payment  is  required  (either 
in  dollars  or  as  a  percentage) ,  the  period 
of  repayment  or  any  of  the  following 
items,  unless  it  also  clearly  and  conspicu¬ 
ously  sets  forth  all  the  following  items  in 
terminology  prescribed  under  paragraph 
(b)  of  5  226.7: 

(1)  An  explanation  of  the  time  period, 
if  any,  within  which  any  credit  extended 
may  be  paid  without  incurring  a  finance 
charge. 

(2)  The  method  of  determining  the 
balance  upon  which  a  finance  charge 
may  be  imposed. 

(3)  The  method  of  determining  the 
amount  of  the  finance  charge,  including 
the  determination  of  any  minimum, 
fixed,  check  service,  transaction,  activity, 
or  similar  charge,  which  may  be  imposed 
as  a  finance  charge. 

(4)  Where  one  or  more  periodic  rates 
may  be  used  to  compute  the  finance 
charge,  the  corresponding  annual  per¬ 
centage  rate  determined  by  multiplying 
the  periodic  rate  by  the  number  of  pe¬ 
riods  in  a  year. 

(d)  Advertising  of  credit  other  than 
open  end.  No  advertisement  to  aid,  pro¬ 
mote,  or  assist  directly  or  indirectly 
any  credit  sale  including  the  sale  of 
residential  real  estate,  loan,  or  other  ex¬ 
tension  of  credit,  other  than  open  end 
credit,  subject  to  the  provisions  of  this 
part,  shall  state: 

(1)  The  rate  of  the  finance  charge 
except  as  an  “annual  percentage  rate,” 
using  that  term.  No  other  rate  of  finance 
charge  may  be  stated,  except  that: 

(i)  Where  the  total  finance  charge  in¬ 
cludes,  as  a  component,  interest  com¬ 
puted  at  a  simple  annual  rate,  the  simple 
annual  rate  may  be  stated  in  conjunc¬ 
tion  with,  but  not  more  conspicuously 
than,  the  annual  percentage  rate,  or 

(ii)  Where  the  finance  charge  is  com¬ 
puted  merely  by  the  application  of  a  pe¬ 
riodic  rate  to  an  unpaid  balance,  the 
periodic  rate  may  be  stated  in  conjunc¬ 
tion  with,  but  not  more  conspicuously 
than,  the  annual  percentage  rate. 


(2)  That  no  downpayment  Is  required, 
or  the  amount  of  the  downpayment  or 
of  any  installment  payment  required 
(either  in  dollars  or  as  a  percentage), 
the  dollar  amount  of  any  finance  charge, 
the  number  of  installments  or  the  period 
of  repayment,  or  that  there  is  no  charge 
for  credit,  unless  it  also  clearly  and 
conspicuously  sets  forth  all  of  the  follow¬ 
ing  items  in  terminology  prescribed 
under  5  226.8: 

(i)  The  cash  price  or  the  amount  of  the 
loan,  as  applicable. 

(ii)  In  a  credit  sale,  the  amount  of 
the  downpayment  required  or  that  no 
downpayment  is  required,  as  applicable. 

(iii)  The  number,  amount,  and  due 
dates  or  period  of  payments  scheduled  to 
repay  the  indebtedness  if  the  credit  is 
extended. 

(iv)  The  amount  of  the  finance  charge 
expressed  as  an  annual  percentage  rate. 
The  exemptions  from  disclosure  of  an 
annual  percentage  rate  permitted  in 
paragraph  (b)  (2)  of  §  226.8  shall  not 
apply  to  this  subdivision. 

(v)  Except  in  the  case  of  the  sale  of  a 
dwelling  or  a  loan  secured  by  a  first 
lien  on  a  dwelling  to  purchase  that 
dwelling,  the  deferred  payment  price  in 
a  credit  sale,  or  the  total  of  payments  in 
a  loan  or  other  extension  of  credit  which 
is  not  a  credit  sale,  as  applicable. 

*  *  •  ♦  * 

2.  The  proposed  amendments  are  de¬ 
signed  to  stimulate  the  competitive  ad¬ 
vertising  of  specific  open  end  credit 
terms.  They  would  also  harmonize  the 
separate  requirements  for  open  and 
closed  end  credit,  where  appropriate.  In 
addition,  numerous  technical  changes 
are  proposed. 

3.  Section  226.6(a)  has  been  clarified 
to  provide  that  the  requirement  that  the 
“annual  percentage  rate”  and  “finance 
charge”  be  shown  more  conspicuously 
than  other  terminology  does  not  apply 
to  advertising  since  such  a  requirement 
may  be  either  impractical  (e.g.,  in  radio 
advertisements)  or  inequitable  (where 
a  creditor  wishes  to  emphasize  a  favor¬ 
able  term  for  competitive  purposes). 
However,  an  addition  has  been  made  to 
§  226.10(d)  specifying  that  all  required 
disclosures  must  be  made  “clearly  and 
conspicuously.”  This  requirement  (which 
is  already  contained  in  §  226.10(c)  with 
respect  to  open  end  credit)  would  pre¬ 
vent  the  advertiser  from  burying  the 
required  disclosures  with  insufficient 
emphasis  in  the  text  of  the  advertise¬ 
ment. 

4.  The  amendments  would  simplify 
§  226.10(c)  by  deleting  the  present  re¬ 
quirements  of  showing  a  number  of  items 
in  open  end  credit  advertisements  once 
a  specific  credit  term  is  advertised.  The 
deleted  terms  are  the  periodic  rates,  the 
range  of  balances  to  which  each  is  ap¬ 
plicable,  the  conditions  under  which 
other  charges  may  be  imposed,  the 
method  by  which  other  charges  will  be 
determined,  and  the  minimum  periodic 
payment  required.  The  simplification  is 
intended  to  encourage  the  advertising 
of  specific  open  end  credit  terms.  Such 
advertisements  would  still  have  to  In¬ 


clude  the  annual  percentage  rates,  and 
free  ride  period,  and  the  method  of 
determining  finance  charges  and  the 
balances  on  wrhich  they  are  imposed. 
“No  downpayment”  has  been  removed 
as  a  specific  term  which  triggers  full 
disclosure  since  the  term  is  implied  in 
almost  any  statement  about  an  open  end 
credit  plan  e.g.,  “charge  it  with  your 
credit  card.” 

5.  The  “period  of  repayment”  has  been 
added  to  §  226.10(c)  as  one  of  the  spe¬ 
cific  terms  requiring  full  disclosure.  This 
harmonizes  the  requirements  of  open 
end  credit  with  those  presently  appli¬ 
cable  to  closed  end  credit. 

6.  Section  226.10(d)(1)  would  clarify 
the  fact  that  any  expression  of  the  fi¬ 
nance  charge  on  an  annual  basis  in 
closed  end  credit  must  solely  be  as  an 
“annual  percentage  rate”  and  not  in 
conjunction,  for  example,  with  the  add¬ 
on  rate.  However,  the  simple  interest 
component  of  the  finance  charge  could 
be  shown  along  with  the  annual  per¬ 
centage  rate.  For  example,  the  interest 
rate  on  a  home  mortgage  could  also  be 
advertised  where  points  may  result  in  a 
higher  annual  percentage  rate.  Likewise, 
where  finance  charges  are  computed 
based  upon  the  application  of  a  periodic 
rate,  that  rate  may  be  shown  in  con¬ 
junction  with  the  annual  percentage 
rate — e.g.,  a  monthly  periodic  rate.  These 
additional  rates  could  not,  however,  be 
shown  more  conspicuously  than  the 
APR 

7.  Sections  226.10(c)  and  226.10(d)  (2) 
would  be  clarified  to  provide  that  ad¬ 
vertisement  of  the  amount  of  the  down- 
payment  or  other  payment,  either  in 
dollars  or  percentages,  would  trigger  the 
full  disclosure  requirements  (whether 
or  not  the  cash  price  was  also  given). 
The  requirement  for  closed  end  credit 
that  the  amount  of  the  downpayment 
must  be  given  once  full  disclosure  is 
otherwise  triggered  has  been  clarified  to 
refer  only  to  credit  sales.  (§  226.10(d) 
(2)  (ii) .)  The  provision  has  also  been 
modified  to  specify  that  the  “deferred 
payment  price”  disclosure  is  required  in 
a  credit  sale,  while  the  “total  of  pay¬ 
ments”  is  required  in  a  loan  or  other 
nonsale  transaction.  (§  226.10(d)  (2) 
(v).) 

This  notice  is  published  pursuant  to 
section  553(b)  of  title  5,  United  States 
Code,  and  §  262.2(a)  of  the  rules  of  pro¬ 
cedure  of  the  Board  of  Governors  of  the 
Federal  Reserve  System  (12  CFR  262.2 
(a)). 

To  aid  in  the  consideration  of  these 
matters  by  the  Board,  interested  persons 
are  invited  to  submit  relevant  data, 
views,  or  arguments.  Any  such  mate¬ 
rial  should  be  submitted  in  writing  to 
the  Secretary,  the  Board  of  Governors 
of  the  Federal  Reserve  System,  Wash¬ 
ington,  D.C.  20551,  or  to  any  Federal 
Reserve  Bank  for  transmittal  to  the 
Board,  to  be  received  at  the  Board  not 
later  than  January  31,  1973.  Such  mate¬ 
rial  will  be  made  available  for  inspec¬ 
tion  and  copying  upon  request,  except 
as  provided  in  §  261.6(a)  of  the  Board’s 
Rules  Regarding  Availability  of  Infor¬ 
mation. 
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By  order  of  the  Board  of  Governors, 
December  18, 1972. 

[seal]  Michael  A.  Greenspan, 

Assistant  Secretary  of  the  Board. 

[FR  Doc .72-22341  Filed  12-28-72;8:48  am] 

SECURITIES  AND  EXCHANGE 
COMMISSION 

[17  CFR  Part  240  1 

[Release  No.  34-9908] 

ELIMINATION  OF  EMPLOYMENT 
DISCRIMINATION 

Necessity  or  Appropriateness  of  Rule 

Making  Proceeding;  Request  for 

Comments 

The  Securities  and  Exchange  Commis¬ 
sion  is  seeking  public  comment  concern¬ 
ing  its  authority  to  adopt,  and  the  merits 
of  adopting,  rules  under  sections  6  and  15 
of  the  Securities  Exchange  Act  of  1934, 
15  U.S.C.  78f  and  78o,  to  require  “national 
securities  exchanges,  national  securities 
associations  and  their  members  and  reg¬ 
istered  broker-dealers  to  take  affirmative 
action  to  eliminate  discrimination  in  em¬ 


ployment  and  to  file  annual  reports 
thereon  •  * 

The  Commission  is  not  now  proposing 
the  adoption  of  such  rules,  but  it  has  re¬ 
ceived  a  petition  requesting  that  it  do  so, 
and  this  action  is  being  undertaken  to 
assist  the  Commission  in  its  considera¬ 
tion  of  whether  a  rule  requiring  such 
action  would  be  necessary  or  appropriate 
in  the  public  interest  or  for  the  protec¬ 
tion  of  investors.  A  copy  of  the  petition 
is  available  for  public  inspection  in  the 
public  reference  room  of  the  Commission, 
500  North  Capitol  Street  NW.,  Washing¬ 
ton,  DC  25049. 

Interested  persons  are  requested  to 
submit  their  comments  in  writing  to  the 
Office  of  the  Secretary,  Securities  and 
Exchange  Commission,  500  North  Capi¬ 
tol  Street  NW.,  Washington,  DC  20549. 
Reference  should  be  made  to  Commission 
file  No.  4-160.  All  material  submitted  will 
be  considered  a  matter  of  public  record. 
The  Commission  requests  that  all  com¬ 
ments  be  mailed  in  time  to  be  received 
no  later  than  January  26,  1973. 

By  the  Commission. 

[seal]  Ronald  F.  Hunt, 

Secretary. 

December  21, 1972. 

[FR  Doc.72-22356  FUed  12-28-72;8:46  am] 
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DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

[Group  512] 

ARIZONA 

Notice  of  Filing  of  Plat  of  Survey 

December  21,  1972. 

1 .  Plat  of  survey  of  the  lands  described 
below  will  be  officially  filed  in  the  Ari¬ 
zona  State  Office,  Phoenix,  Ariz.,  effec¬ 
tive  at  10  a.m.,  February  5,  1973. 

Gila  and  Salt  River  Meridian,  Arizona 
T.  35N  .  R.  12  W.. 

Secs.  1  thru  36,  totaling  22,  959.07  acres. 

2.  The  area  surveyed  is  located  about 
65  miles  south  of  St.  George,  Utah.  The 
land  is  mostly  rolling  except  for  the 
broken  west  slope  of  Poverty  Mountain 
in  sections  24  and  25.  The  soil  is  rocky 
clay  loam.  Timber  consists  of  juniper 
trees  and  scattered  pine  with  sagebrush, 
bunchgrass,  and  cacti  the  predominant 
vegetation. 

3.  All  rights  of  the  State  of  Arizona 
to  sections  2,  16,  32,  and  36  have  been 
conveyed  to  the  United  States. 

4.  All  of  the  lands  in  the  township  are 
classified  for  multiple  use  management 
and  will  be  opened  only  to  such  forms  of 
disposition  as  are  allowed  under  the  pro¬ 
visions  of  the  multiple  use  classification 
on  the  effective  date  of  the  filing  of  this 
plat. 

5.  The  SWUSET4  of  section  26  is  with¬ 
drawn  under  Public  Water  Reserve  No. 
107  under  authority  of  Executive  order 
of  April  17,  1926. 

6.  The  lands  have  been  and  still  are 
subject  to  the  operation  of  the  mining 
and  mineral  leasing  laws,  except  for  the 
N‘4  of  section  33,  which  is  segregated 
from  the  operation  of  the  mining  laws 
by  virtue  of  the  aforementioned  multiple 
use  classification.  Inquiries  concerning 
the  lands  should  be  addressed  to  the 
Arizona  State  Office,  Bureau  of  Land 
Management,  3022  Federal  Building, 
Phoenix,  Ariz.  85025. 

Charles  G.  Bazan,  Jr., 

Chief,  Branch  of  Records 
and  Data  Management. 

IFR  Doc.72-22347  Filed  12-28-72;8:46  am] 


Office  of  Oil  and  Gas 

NATIONAL  PETROLEUM  COUNCIL 
Notice  of  Public  Meeting 

Pursuant  to  Executive  Order  No.  11686 
notice  is  hereby  given  of  the  following 
subcommittee  meeting: 

Technical  Subcommittee  of  the  Na¬ 
tional  Petroleum  Council  Committee  on 
Petroleum  Resources  Under  the  Ocean 
Floor,  January  9,  1973,  9:30  a.m.  to 
5:30  p  m.,  NPC  Conference  Room,  1625 


K  Street  NW.,  Washington,  DC.  This 
meeting  is  being  held  to  discuss  and  ap¬ 
prove  the  report  of  the  legal  task  force. 
Attendance  by  the  public  will  be  limited 
to  space  available. 

The  purpose  of  the  National  Petroleum 
Council  is  solely  to  advise,  inform,  and 
make  recommendations  to  the  Secretary 
of  the  Interior  on  any  matter  relating  to 
petroleum  or  the  petroleum  industry. 

R.  W.  Snyder,  Jr., 
Acting  Director. 

December  22,  1972. 

| FR  Doc  72-22351  Filed  12-28-72:8:48  ami 


Office  of  the  Secretary 
WATCHES  AND  WATCH  MOVEMENTS 

Allocations  of  Quotas  for  Calendar 
Year  1973  Among  Producers  Lo¬ 
cated  in  Virgin  Islands,  Guam,  and 
American  Samoa 

Cross  Reference  :  For  a  document  per¬ 
taining  to  allocations  for  quotas  for 
watches  and  watch  movements  for  calen¬ 
dar  1973  among  producers  in  the  Virgin 
Islands.  Guam,  and  American  Samoa,  is¬ 
sued  jointly  by  the  Departments  of  Com¬ 
merce  and  the  Interior,  see  F.R.  Doc. 
72-22397,  infra. 


DEPARTMENT  OF  COMMERCE 

Office  of  the  Secretary 
WATCHES  AND  WATCH  MOVEMENTS 

Allocation  of  Quotas  for  Calendar 
Year  1973  Among  Producers  Lo¬ 
cated  in  Virgin  Islands,  Guam,  and 
American  Samoa 

On  November  25,  1972,  the  Depart¬ 
ments  of  Commerce  and  the  Interior 
published  a  joint  notice  of  proposed  rule 
making  under  Public  Law  89-805,  setting 
out  the  proposed  formula  for  allocation 
of  1973  watch  quotas  among  producers 
located  in  the  Virgin  Islands,  Guam,  and 
American  Samoa  (37  F.R.  25062).  Inter¬ 
ested  parties  were  invited  to  participate 
in  the  proposed  rule  making  by  submit¬ 
ting  their  written  views  within  15  days 
from  the  filing  date  of  the  notice  of  pro¬ 
posed  rule  making  with  the  Federal 
Register.  The  Departments  have  re¬ 
viewed  carefully  the  comments  received 
and  have  concluded  that  the  proposed 
rules  should  not  be  changed  or  modified 
in  substance. 

Watch  producers  located  in  the  Virgin 
Islands,  Guam,  and  American  Samoa 
must  receive  their  initial  quota  alloca¬ 
tions  for  calendar  year  1973  to  avoid  any 
interruption  in  their  assembly  operations 
and  to  enable  these  producers  to  contract 
for  their  inventory  requirements  and  to 
accept  and  fill  purchase  orders  for  their 
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1973  production.  Time  is  then  of  the 
essence  in  promulgating  rules  for  calen¬ 
dar  year  1973  quota  allocations.  Accord¬ 
ingly,  good  cause  exists  for  making  the 
following  rules  effective  as  of  the  date  of 
filing  with  the  Federal  Register. 

Section  1.  Upon  effective  date  of  these 
rules,  or  as  soon  thereafter  as  practicable, 
each  producer  located  in  the  Virgin 
Islands,  Guam,  and  American  Samoa 
which  received  a  duty-free  watch  quota 
allocation  for  calendar  year  1972,  will 
receive  an  initial  quota  allocation  for 
calendar  year  1973  equal  to  50  percent  of 
the  number  of  watch  units  assembled  by 
such  producer  in  the  particular  territory 
and  entered  duty-free  into  the  customs 
territory  of  the  United  States  during  the 
first  10  months  of  calendar  year  1972,  or 
5,000  units,  whichever  is  greater. 

Sec.  2.  Each  producer  to  which  an 
initial  quota  has  been  allocated  pursuant 
to  section  1  hereof  must,  on  or  before 
April  1, 1973,  have  assembled  and  entered 
duty-free  into  the  customs  territory  of 
the  United  States  at  least  30  percent  of 
its  initial  quota  allocation.  Any  producer 
failing  to  enter  duty-free  into  the  cus¬ 
toms  territory  of  the  United  States  on  or 
before  April  1,  1973,  a  number  of  watch 
units  assembled  by  it  in  a  particular 
territory  equal  to,  or  greater  than,  30 
percent  of  the  number  of  units  initially 
allocated  to  such  producer  for  duty-free 
entry  from  that  territory  will,  upon  re¬ 
ceipt  of  a  show  cause  order  from  the  De¬ 
partments,  be  given  an  opportunity, 
within  30  days  from  such  receipt,  to  show 
cause  why  the  duty-free  quota  which  it 
would  otherwise  be  entitled  to  receive 
should  not  be  cancelled  or  reduced  by  the 
Departments.  Such  a  show  cause  order 
may  also  be  issued  whenever  there  is 
reason  to  believe  that  shipments  through 
December  31,  1973,  by  any  producer 
under  the  quota  allocated  to  it  for 
calendar  year  1973  will  be  less  than  90 
percent  of  the  number  of  units  allocated 
to  it.  Upon  failure  of  any  such  producer 
to  show  good  cause,  deemed  satisfactory 
by  the  Departments,  why  the  remaining, 
unused  portion  of  the  quota  to  which  it 
would  otherwise  be  entitled  should  not 
be  cancelled  or  reduced,  said  remaining, 
unused  portion  of  its  quota  shall  oe  either 
cancelled  or  reduced,  whichever  is  appro¬ 
priate  under  the  show  cause  order.  In  the 
event  of  a  quota  cancellation  or  reduction 
under  this  section,  the  Departments  will 
promptly  reallocate  the  quota  involved, 
in  a  manner  best  suited  to  contribute  to 
the  economy  of  the  territories,  among  the 
remaining  producers:  Provided  however. 
That  if  in  the  judgment  of  the  Depart¬ 
ments  it  is  appropriate,  applications  from 
new  firms  may,  in  lieu  of  such  realloca¬ 
tion,  be  invited  for  any  part  or  all  of  any 
unused  portions  of  quotas  remaining  un¬ 
allocated  as  a  result  of  cancellation  or 
reduction  hereunder.  Every  producer  to 
which  a  quota  is  granted  is  required  to 
file  a  report  on  April  15,  July  15,  and 
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October  15,  of  each  year  covering  the 
periods  January  1  to  March  31,  April  1 
to  June  30,  and  July  1  to  September  30 
respectively  via  registered  mail  on  Form 
OIPF-844,  copies  of  which  will  be  for¬ 
warded  to  each  producer  at  its  territorial 
address  of  record  at  least  15  days  prior 
to  the  required  reporting  date.  Copies  of 
this  form  may  also  be  obtained  from  the 
Special  Import  Programs  Division,  Office 
of  Import  Programs,  U.S.  Department  of 
Commerce,  Washington,  D.C.  20230. 
Form  OIPF-844  will  provide  the  Depart¬ 
ments  with  information  regarding  the 
producer’s  watch  movement  assembly 
operation  in  the  insular  possessions.  Such 
information  may  include  the  status  of 
beginning  and  ending  inventories  of 
finished  watch  movements  and  com¬ 
ponent  parts,  scheduled  delivery  dates, 
and  number  of  watch  movement  parts 
and  components  ordered,  number  of 
watch  movements  assembled,  number  of 
watch  movements  entered  into  the  cus¬ 
toms  territory  of  the  United  States,  and 
a  list  of  confirmed  orders  for  shipment  of 
finished  watch  movements  into  the  cus¬ 
toms  territory  of  the  United  States  prior 
to  December  31,  1973.  Each  producer  to 
which  a  quota  is  granted  will  also  report 
on  Form  OIPF-844  any  change  in  owner¬ 
ship  and  control  which  has  occurred  sub¬ 
sequent  to  the  filing  of  an  application  for 
a  watch  quota  on  Form  OIPF-764  (see 
section  8,  below) . 

Sec.  3.  Application  forms  will  be 
mailed  to  recipients  of  initial  quota  allo¬ 
cations  as  soon  as  practicable  and  must 
be  filed  with  the  Departments  on  or  be¬ 
fore  January  31,  1973.  All  data  required 
must  be  supplied  as  a  condition  for 
annual  allocations  and  are  subject  to 
verification  by  the  Departments.  In  order 
to  accomplish  this  verification  it  will  be 
necessary  for  representatives  of  the  De¬ 
partments  to  meet  with  appropriate 
officials  of  quota  recipients  in  the  insular 
possessions  in  order  to  have  access  to 
company  records.  Representatives  of  the 
Departments  plan  to  perform  this  verifi¬ 
cation  beginning  on  or  about  February 
15,  1973  in  Guam  and  American  Samoa 
and  beginning  on  or  about  March  1,  1973 
in  the  Virgin  Islands,  and  will  contact 
each  producer  locally  regarding  the  veri¬ 
fication  of  its  data. 

Sec.  4.  (Virgin  Islands  only)  The  an¬ 
nual  quotas  for  calendar  year  1973  for 
the  Virgin  Islands  will  be  allocated  as 
soon  as  practicable  after  April  1,  1973, 
on  the  basis  of  (1)  the  number  of  units 
assembled  by  each  producer  in  the  ter¬ 
ritory  and  entered  by  it  duty-free  into 
the  customs  territory  of  the  United 
States  during  calendar  year  1972,  (2) 
the  total  dollar  amount  of  wages  subject 
to  FICA  taxes  paid  by  such  producer  in 
the  territory  during  calendar  year  1972 
to  persons  whose  pay  was  attributable  to 
its  headnote  3(a)  watch  assembly  opera¬ 
tion,  and  (3)  the  total  net  dollar  amount 
of  income  taxes  applicable  to  its  calendar 
year  1972  headnote  3(a)  watch  assembly 
operation,  irrespective  of  whether  such 
taxes  are  partially  or  fully  exempt  by 
the  territorial  government.  In  making 
allocations  under  this  formula,  an  equal 
weight  of  40  percent  will  be  assigned  to 
production  and  shipment  history  and  to 


wages  subject  to  FICA  taxes,  and  a 
weight  of  20  percent  will  be  assigned  to 
the  total  net  dollar  amount  of  income 
taxes  applicable  to  calendar  year  1972 
headnote  3(a)  watch  assembly  opera¬ 
tions. 

Sec.  5.  (Guam  only)  The  annual 
quotas  for  calendar  year  1973  for  Guam 
will  be  allocated  as  soon  as  practicable 
after  April  1,  1973,  on  the  basis  of  the 
number  of  units  assembled  by  each  pro¬ 
ducer  in  the  territory  and  entered  by  it 
duty-free  into  the  customs  territory  of 
the  United  States  during  calendar  year 
1972,  and  the  total  dollar  amount  of 
wages  subject  to  FICA  taxes  paid  by  such 
producer  in  the  territory  during  calendar 
year  1972  to  persons  whose  pay  was  at¬ 
tributable  to  its  headnote  3(a)  watch  as¬ 
sembly  operation.  In  making  allocations 
under  this  formula,  equal  weight  will  be 
assigned  to  production  and  shipment  his¬ 
tory  and  to  wages  subject  to  FICA  taxes. 

Sec.  6.  (Virgin  Islands  and  Guam)  For 
purposes  of  allocating  watch  quotas  for 
calendar  year  1973  under  sections  4  and 
5  above,  any  watches  or  watch  move¬ 
ments  shipped  from  the  Virgin  Islands  or 
Guam  during  calendar  year  1972  for 
duty-free  entry  into  the  customs  terri¬ 
tory  of  the  United  States  against  a  pro¬ 
ducer’s  1972  watch  quota,  and  which  were 
lost  prior  to  entry  into  the  customs  terri¬ 
tory  of  the  United  States,  shall  neverthe¬ 
less  be  considered  as  having  been  entered 
into  the  customs  territory  for  purposes  of 
quota  fulfillment:  Provided,  That  the 
Departments  have  been  satisfied  that 
shipment  was  in  fact  made  but  lost  prior 
to  entry  into  the  customs  territory. 

Sec.  7.  (Virgin  Islands  only)  With  re¬ 
spect  to  the  Virgin  Islands  quota,  in  the 
event  that  the  quantity  of  any  unused 
calendar  year  1972  quota  plus  any  in¬ 
crease  (or  minus  any  decrease)  in  the 
amount  of  quota  available  for  calendar 
year  1973  in  comparison  with  that  for 
1972,  equals  or  exceeds  200,000  units,  the 
Departments  may  set  aside  200,000  units 
of  the  calendar  year  1973  Virgin  Islands 
quota  for  new  firms  and  invite  quota  ap¬ 
plications  from  new  firms  on  Form 
OIPF-764.  The  Departments  may  also  re¬ 
quire  new  firms  to  provide  information 
regarding  the  applicant’s  experience  in 
watch  movement  assembly  and  distribu¬ 
tion:  anticipated  employment  of  local 
workers  and  proposed  wage  rates;  watch 
movement  assembly  operations  to  be  per¬ 
formed  in  the  Virgin  Islands  and  esti¬ 
mated  direct  labor  costs;  anticipated 
capital  investment  in  the  Virgin  Islands 
and  proposed  source  of  financing. 

(By  “new  firm”  is  meant  an  entity 
which  has  not  heretofore  been  allocated 
a  quota  under  Public  Law  89-805  and 
which  is  completely  separate  and  unas¬ 
sociated  with  any  present  or  previous 
producer  in  terms  of  ownership  and 
control.) 

Based  on  the  Departments’  evaluation 
of  the  information  submitted  by  appli¬ 
cants,  the  Departments  may  allocate  the 
set-aside  portion  of  the  calendar  year 
1973  Virgin  Islands  quota  among  those 
applicants  whose  proposals,  in  the  judg¬ 
ment  of  the  Departments,  offer  the  likeli¬ 
hood  of  the  greatest  contribution  to  the 
economy  of  the  Virgin  Islands,  and  in 


such  a  manner  as,  in  the  judgment  of  the 
Departments,  will  best  serve  the  interests 
of  the  territory. 

Sec.  8.  The  rules  restricting  transfers 
of  duty-free  quotas  issued  on  January 
29,  1968  and  published  in  the  Federal 
Register  on  January  31,  1968  (33  F.R. 
2399),  are  hereby  incorporated  by  refer¬ 
ence  as  applicable  to  transfers  of  quotas 
issued  during  calendar  year  1973  ex¬ 
cept  that  detailed  reporting  of  owner¬ 
ship  and  control  will  be  reported  on  an 
annual  basis  on  Form  OIPF-764  at  the 
time  the  producer  applies  for  an  annual 
duty-free  watch  quota  for  calendar  year 
1973.  Subsequent  change  in  ownership 
and  control  will  be  reported  on  April 
15,  July  15,  and  October  15,  1973,  on 
Form  OIPF-844  required  in  section  2 
above. 

Any  interested  party  has  the  right  to 
petition  for  the  amendment  or  repeal 
of  the  foregoing  rules  and  may  seek  re¬ 
lief  from  the  application  of  any  of  their 
provisions  upon  a  showing  of  good  cause 
under  the  procedures  relating  to  reviews 
by  the  Secretaries  of  Commerce  and  the 
Interior  which  were  published  in  the 
Federal  Register  on  November  17,  1967 
(32  F.R.  15818). 

Dated:  December  22,  1972. 

Stanley  Nehmer, 
Deputy  Assistant  Secretary,  and 
Director,  Bureau  of  Resources 
and  Trade  Assistance,  Depart¬ 
ment  of  Commerce. 

Harrison  Loesch, 
Assistant  Secretary  for  Public 
Land  Management,  Depart¬ 
ment  of  the  Interior. 

[FR  D <**,72-22397  Filed  12-26-72;3: 18  pm] 

DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

-  National  Institutes  of  Health 

MEDICINAL  CHEMISTRY  A  AND  ME¬ 
DICINAL  CHEMISTRY  B  STUDY 
SECTIONS 

Amended  Notice  of  Meetings 

Pursuant  to  Executive  Order  11671, 
notice  is  hereby  given  of  the  meetings  of 
the  following  study  sections/committees 
and  the  individuals  from  whom  summa¬ 
ries  of  meetings  and  rosters  of  committee 
members  may  be  obtained. 

The  Information  Officer  of  the  Division 
of  Research  Grants,  Mr.  Richard  Tur¬ 
lington,  will  furnish  summaries  of  the 
closed  meetings  and  rosters  of  commit¬ 
tee  members.  Substantive  information 
may  be  obtained  from  each  executive 
secretary  whose  name,  room  number, 
and  telephone  extension  are  listed  be¬ 
low  his  study  section.  Mr.  Turlington 
and  the  executive  secretaries  are  all  lo¬ 
cated  in  the  Westwood  Building,  National 
Institutes  of  Health,  Bethesda,  Md., 
20014.  Mr.  Turlington’s  room  number  is 
433,  telephone  496-7441. 

These  meetings  will  be  open  to  the 
public  to  discuss  administrative  details 
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relating  to  study  section  business  for 
approximately  1  hour  at  the  beginning 
of  the  first  session  of  the  first  day  of  the 
meeting  and  closed  thereafter  in  accord¬ 
ance  with  section  13(d)  of  Executive 
Order  11671  and  the  Secretary’s  Deter¬ 
mination  of  September  27,  1972,  in  order 
to  review,  discuss,  and  evaluate  and/or 
rank  grant  applications.  Attendance  by 
the  public  will  be  limited  to  space  avail¬ 
able. 

Notice  of  December  12,  1972  (37  F.R. 
28088) ,  is  hereby  amended  as  follows: 

Study  section,  date,  time,  and  location 
of  meeting 

Medicinal  Chemistry  A:1 

Dr.  Asher  Hyatt,  Room  222;  January  12  to 
14;  Telephone  496-7286;  7  p.m.;  Holiday 
Inn,  La  Jolla  Village  Drive,  La  Jolla, 
Calif. 

Medicinal  Chemistry  B  :> 

Mr.  Richard  Bratzel,  Room  222;  January  12 
to  14;  Telephone  496-7286;  1  p.m.;  Holi¬ 
day  Inn,  La  Jolla  Village  Drive,  La  Jolla, 
Calif. 

Dated :  December  21, 1972. 

John  F.  Sherman, 
Deputy  Director, 
National  Institutes  of  Health. 

[FR  Doc.72-22346  FUed  12-28-72;8:48  am] 

DEPARTMENT  OF  HOUSING 
AND  URBAN  DEVELOPMENT 

Office  of  Interstate  Land  Sales 
Registration 

(Docket  No.  N-72-133;  Administrative 
Division  Docket  No.  Z-104] 

ANCHOR  LAKE  ET  AL. 

Notice  of  Hearing 

Notice  is  hereby  given  that: 

1.  Anchor  Lake,  its  officers  and  agents, 
hereinafter  referred  to  as  “Respondent,” 
being  subject  to  the  provisions  of  the  In¬ 
terstate  Land  Sales  Full  Disclosure  Act 
(Public  Law  90-448)  (15  U.S.C.  1701  et 
seq.) ,  received  an  amended  notice  of  pro¬ 
ceedings  and  opportunity  for  hearing 
dated  October  31, 1972,  which  was  sent  to 
the  developer  pursuant  to  15  U.S.C.  1706 
(d)  and  24  CFR  1710.45(b)  (1)  informing 
the  developer  of  information  obtained  by 
the  Office  of  Interstate  Land  Sales  Regis¬ 
tration  showing  that  a  change  had  oc¬ 
curred  which  affected  material  facts  in 
the  developer’s  statement  of  record  for 
Anchor  Lake  and  the  failure  of  the  de¬ 
veloper  to  amend  the  pertinent  sections 
of  the  statement  of  record  and  property 
report. 

2.  The  respondent  filed  an  answer  re¬ 
ceived  November  27,  1972,  in  answer  to 
the  allegations  of  the  amended  notice 
of  proceedings  and  opportunity  for  a 
hearing. 

3.  In  said  answer  the  respondent 
requested  a  hearing  on  the  allegations 
contained  in  the  amended  notice  of  pro- 


i  Workshop  being  held  Jointly  by  medicinal 
chemistry  A  and  B  study  sections  at  Scrlpps 
Institute,  La  Jolla,  at  9  a.m.  on  Jan.  11.  At¬ 
tendance  by  public  limited  to  space  avaUable. 


ceedings  and  opportunity  for  a  hearing. 

4.  Therefore,  pursuant  to  the  provisions 
of  15  U.S.C.  1706(d)  and  24  CFR  1720.- 
160(b) :  It  is  hereby  ordered,  That  a  pub¬ 
lic  hearing  for  the  purpose  of  taking 
evidence  on  the  questions  set  forth  in  the 
amended  notice  of  proceedings  and  op¬ 
portunity  for  hearing  will  be  hfeld  before 
David  Knight  in  room  7233,  Department 
of  HUD  Building,  451  Seventh  Street 
SW.,  Washington,  DC,  on  January  5, 
1973,  at  10  a.m. 

The  following  time  and  procedure  is 
applicable  to  such  hearing: 

All  affidavits  and  a  list  of  all  witnesses  are 
requested  to  be  filed  with  the  Hearing  Clerk, 
HUD  Building,  Room  10150,  Washington, 
D.C.,  20410  on  or  before  December  29,  1972. 

5.  The  respondent  is  hereby  notified 
that  failure  to  appear  at  the  above  sched¬ 
uled  hearing  shall  be  deemed  a  default 
and  the  proceeding  shall  be  determined 
against  respondent,  the  allegations  of 
which  shall  be  deemed  to  be  true,  and  an 
order  suspending  the  statement  of  record, 
herein  identified,  shall  be  issued  pursuant 
to  24  CFR  1710.45(b)(1). 

This  notice  shall  be  served  upon  the 
respondent  forthwith  pursuant  to  24  CFR 
1720.440. 

By  the  Secretary. 

George  K.  Bernstein, 

Interstate  Land  Sales  Administrator. 

(FR  Doc.72-22384  FUed  12-28-72;8:49  am] 


(Docket  No.  N-72-132;  Administrative 
Division  Docket  No.  Z-103] 

LAKE  SERENE  ET  AL. 

Notice  of  Hearing 

Notice  is  hereby  given  that: 

1.  Lake  Serene,  Inc.,  its  officers  and 
agents,  hereinafter  referred  to  as  “Re¬ 
spondent,”  being  subject  to  the  provi¬ 
sions  of  the  Interstate  Land  Sales  Full 
Disclosure  Act  (Public  Law  90-448)  (15 
U.S.C.  1701  et  seq.) ,  received  an  amended 
notice  of  proceedings  and  opportunity  for 
hearing  dated  October  31,  1972,  which 
was  sent  to  the  developer  pursuant  to  15 
U.S.C.  1706(d)  and  24  CFR  1710.45(b)  (1) 
informing  the  developer  of  information 
obtained  by  the  Office  of  Interstate  Land 
Sales  Registration  showing  that  a  change 
had  occurred  which  affected  material 
facts  in  the  Developer’s  statement  of  rec¬ 
ord  for  Lake  Serene  and  the  failure  of 
the  Developer  to  amend  the  pertinent 
sections  of  the  statement  of  record  and 
property  report. 

2.  The  Respondent  filed  an  answer  re¬ 
ceived  November  21,  1972,  in  answer  to 
the  allegations  of  the  amended  notice 
of  proceedings  and  opportunity  for  a 
hearing. 

3.  In  said  answer  the  Respondent  re¬ 
quested  a  hearing  on  the  allegations 
contained  in  the  amended  notice  of  pro¬ 
ceedings  and  opportunity  for  a  hearing. 

4.  Therefore,  pursuant  to  the  provi¬ 
sions  of  15  U.S.C.  1706(d)  and  24  CFR 
1720.160(b):  It  is  hereby  ordered.  That 
a  public  hearing  for  the  purpose  of  tak¬ 
ing  evidence  on  the  questions  set  forth  In 
the  amended  notice  of  proceedings  and 


opportunity  for  hearing  will  be  held  be¬ 
fore  David  Knight  in  Room  7233,  Depart¬ 
ment  of  HUD  Building,  451  Seventh 
Street  SW.,  Washington,  DC,  on  Janu¬ 
ary  5,  1973,  at  10  a.m. 

The  following  time  and  procedure  is 
applicable  to  such  hearing:  All  affidavits 
and  a  list  of  all  witnesses  are  requested 
to  be  filed  with  the  Hearing  Clerk,  HUD 
Building,  Room  10150,  Washington,  D.C. 
20410,  on  or  before  December  29,  1972. 

5.  The  Respondent  is  hereby  notified 
that  failure  to  appear  at  the  above 
scheduled  hearing  shall  be  deemed  a  de¬ 
fault  and  the  proceedings  shall  be  deter¬ 
mined  against  Respondent,  the  allega¬ 
tions  of  which  shall  be  deemed  to  be 
true,  and  an  order  suspending  the  state¬ 
ment  of  record,  herein  identified,  shall  be 
issued  pursuant  to  24  CFR  1710.45(b)  (1) . 

This  Notice  shall  be  served  upon  the 
Respondent  forthwith  pursuant  to  24 
CFR  1720.440. 

By  the  Secretary. 

George  K.  Bernstein, 

Interstate  Land 
Sales  Administrator. 

(FR  Doc.72-22383  Filed  12-28-72;8:40  am] 


ATOMIC  ENERGY  COMMISSION 

(Docket  No.  50-344] 

PORTLAND  GENERAL  ELECTRIC  CO. 
ET  AL. 

Notice  of  Hearing 

In  the  matter  of  Portland  General 
Electric  Co.,  the  city  of  Eugene,  Oreg., 
and  Pacific  Power  and  Light  Co.  (Trojan 
Nuclear  Plant) . 

The  Portland  General  Electric  Co.,  the 
city  of  Eugene,  Oreg.,  and  Pacific  Power 
and  Light  Co.  (the  licensees),  are  the 
holders  of  Construction  Permit  No. 
CPPR-79  (the  construction  permit),  is¬ 
sued  by  the  Atomic  Energy  Commission 
on  February  8,  1971.  The  construction 
permit  authorizes  the  licensees  to  con¬ 
struct  a  pressurized  water  nuclear  reac¬ 
tor,  designated  as  the  Trojan  Nuclear 
Plant,  at  the  licensees’  site  on  the  west 
shore  of  the  Columbia  River  in  Columbia 
County,  Oreg.  The  reactor  is  designed  for 
initial  operation  at  approximately  3,423 
megawatts  (thermal). 

The  facility  is  subject  to  the  provisions 
of  section  B  of  Appendix  D  to  10  CFR 
Part  50,  which  sets  forth  procedures  ap¬ 
plicable  to  review  of  environmental  con¬ 
siderations  for  production  and  utilization 
facilities  for  which  construction  permits 
or  operating  licenses  were  issued  in  the 
period  January  1,  1970-September  9, 
1971.  Notice  is  hereby  given,  pursuant  to 
the  Atomic  Energy  Act  of  1954,  as 
amended,  and  the  regulations  in  10  CFR 
Part  2,  “Rules  of  Practice,”  and  Appen¬ 
dix  D  to  10  CFR  Part  50,  “Implementa¬ 
tion  of  the  National  Environmental 
Policy  Act  of  1969,”  that  a  hearing  will  be 
held  in  the  captioned  proceeding  by  an 
Atomic  Safety  and  Licensing  Board 
(Board)  at  a  time  and  place  to  be  fixed 
by  subsequent  order  of  the  Board  to  con- 
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cider  and  make  determinations  on  the 
matters  set  forth  below: 

1.  In  the  event  that  this  proceeding  is 
not  a  contested  proceeding  as  defined  by 
10  CFR  2.4 (n)  of  the  Commission’s  rules 
of  practice,  the  Board  will  without  con¬ 
ducting  a  de  novo  evaluation  of  the 
application  determine  whether  the  en¬ 
vironmental  review  conducted  by  the 
Commission’s  regulatory  staff  pursuant 
to  Appendix  D  of  10  CFR  Part  50  has 
been  adequate. 

2.  In  the  event  that  this  proceeding  is 
a  contested  proceeding,  the  Board  will 
decide  any  matters  in  controversy  among 
the  parties  within  the  scope  of  Appendix 
D  to  10  CFR  Part  50,  with  regard  to 
whether,  in  accordance  with  the  require¬ 
ments  of  Appendix  D  to  10  CFR  Part  50, 
the  construction  permit  should  be  con¬ 
tinued,  modified,  terminated,  or  appro¬ 
priately  conditioned  to  protect  environ¬ 
mental  values. 

3.  Regardless  of  whether  the  proceed¬ 
ing  is  contested  or  uncontested,  the  Board 
will,  in  accordance  with  section  A.ll  of 
Appendix  D  of  10  CFR  Part  50:  (a)  De¬ 
termine  whether  the  requirements  of  sec¬ 
tion  102(2)  (C)  and  (D)  of  NEPA  and 
Appendix  D  to  10  CFR  Part  50  of  the 
Commission’s  regulations  have  been  com¬ 
plied  with  in  this  proceeding;  (b)  inde¬ 
pendently  consider  the  final  balance 
among  conflicting  factors  contained  in 
the  record  of  the  proceeding  with  a  view 
toward  determining  the  appropriate  ac¬ 
tion  to  be  taken;  and  (c)  determine,  after 
weighing  the  environmental,  economic, 
technical,  and  other  benefits  against  en¬ 
vironmental  costs  and  considering  avail¬ 
able  alternatives,  whether  the  construc¬ 
tion  permit  should  be  continued,  modi¬ 
fied,  terminated,  or  appropriately 
conditioned  to  protect  environmental 
values. 

The  Board  will  be  designated  by  the 
Atomic  Energy  Commission.  Notice  as  to 
its  membership  will  be  published  in  the 
Federal  Register.  Within  thirty  (30) 
days  from  the  date  of  publication  of  this 
present  notice  in  the  Federal  Register, 
any  person  whose  Interest  may  be  af¬ 
fected  by  this  proceeding  may  file  a  peti¬ 
tion  for  leave  to  intervene  with  respect 
to  whether,  considering  those  matters 
covered  by  Appendix  D  to  10  CFR  Part 
50,  the  construction  permit  should  be 
continued,  modified,  terminated,  or  ap¬ 
propriately  conditioned  to  protect  envi¬ 
ronmental  values.  Requests  for  a  hearing 
and  petitions  for  leave  to  intervene  shall 
be  filed  in  accordance  with  the  Commis¬ 
sion’s  rules  of  practice  in  10  CFR  Part  2. 

A  petition  for  leave  to  intervene  must 
be  filed  under  oath  or  affirmation  in  ac¬ 
cordance  with  the  provisions  of  10  CFR 
2.714.  As  required  by  10  CFR  2.714,  a  pe¬ 
tition  for  leave  to  intervene  shall  set 
forth  the  interest  of  the  petitioner  in  the 
proceeding,  how  that  interest  may  be  af¬ 
fected  by  the  results  of  the  proceeding, 
and  any  other  contentions  of  the  peti¬ 
tioner  including  the  facts  and  reasons 
why  he  should  be  permitted  to  intervene, 
with  particular  reference  to  the  follow¬ 
ing  factors:  (1)  The  nature  of  the  peti¬ 
tioner’s  right  under  the  Act  to  be  made  a 


party  to  the  proceeding;  (2)  the  nature 
and  extent  of  the  petitioner’s  property, 
financial,  or  other  interest  in  the  pro¬ 
ceeding;  and  (3)  the  possible  effect  of 
any  order  which  may  be  entered  in  the 
proceeding  on  the  petitioner’s  interest. 
Any  such  petition  shall  be  accompanied 
by  a  supporting  affidavit  identifying  the 
specific  aspect  or  aspects  of  the  subject 
matter  of  the  proceeding  as  to  which  the 
petitioner  wishes  to  intervene  and  set¬ 
ting  forth  with  particularity  both  the 
facts  pertaining  to  his  interest  and  the 
basis  for  his  contentions  with  regard  to 
each  aspect  on  which  he  desires  to  in¬ 
tervene.  A  petition  that  sets  forth  con¬ 
tentions  relating  only  to  matters  outside 
the  jurisdiction  of  the  Commission  will 
be  denied. 

A  request  for  a  hearing  or  a  petition 
for  leave  to  intervene  must  be  filed  with 
the  Office  of  the  Secretary  of  the  Com¬ 
mission,  U.S.  Atomic  Energy  Commis¬ 
sion,  Washington,  D.C.  20545,  Atten¬ 
tion:  Chief,  Public  Proceedings  Staff,  or 
may  be  delivered  to  the  Commission’s 
Ffiiblic  Document  Room,  1717  H  Street 
NW„  Washington,  DC,  not  later  than 
thirty  (30)  days  from  the  date  of  publi¬ 
cation  of  this  notice  in  the  Federal  Reg¬ 
ister.  A  petition  for  leave  to  intervene 
which  is  not  timely  will  not  be  granted 
unless  the  Commission  determines  that 
the  petitioner  has  made  a  substantial 
showing  of  good  cause  for  failure  to  file 
on  time  and  after  the  Commission  has 
considered  those  factors  specified  in  10 
CFR  2.714(a). 

Any  person  who  does  not  wish  to,  or  is 
hot  qualified,  to  become  a  party  to  this 
proceeding  concerning  continuation, 
modification,  termination,  or  condition¬ 
ing  the  construction  permit  may  request 
permission  to  make  a  limited  appear¬ 
ance  pursuant  to  the  provisions  of  10 
CFR  2.715.  A  person  making  a  limited 
appearance  may  only  make  an  oral  or 
written  statement  on  the  record,  and 
may  not  participate  in  the  proceeding  in 
any  other  way.  Limited  appearances 
will  be  permitted  at  the  time  of  the  hear¬ 
ing  in  the  discretion  of  the  Board, 
within  such  limits  and  on  such  condi¬ 
tions  as  may  be  fixed  by  the  Board.  Per¬ 
sons  desiring  to  make  a  limited  appear¬ 
ance  are  requested  to  inform  the  Secre¬ 
tary  of  the  Commission,  U.S.  Atomic 
Energy  Commission,  Washington,  D.C. 
20545,  not  later  than  thirty  (30)  days 
from  the  date  of  publication  of  this  no¬ 
tice  in  the  Federal  Register. 

A  person  permitted  to  make  a  limited 
appearance  does  not  become  a  party,  but 
may  state  his  position  and  raise  ques¬ 
tions  which  he  would  like  to  have  an¬ 
swered  to  the  extent  that  the  questions 
are  within  the  scope  of  the  hearing  as 
specified  in  the  issues  set  out  above. 

An  answer  to  this  notice,  pursuant  to 
the  provisions  of  10  CFR  2.705,  must  be 
filed  by  the  licensees  not  later  than 
twenty  (20)  days  from  the  date  of  pub¬ 
lication  of  this  notice  in  the  Federal 
Register. 

Papers  required  to  be  filed  in  this  pro¬ 
ceeding  may  be  filed  by  mail  or  telegram 
addressed  to  the  Secretary  of  the  Com¬ 
mission,  U.S.  Atomic  Energy  Commis¬ 


sion,  Washington,  D.C.  20545,  Attention: 
Chief,  Public  Proceedings  Staff,  or  may 
be  filed  by  delivery  to  the  Commission's 
Public  Document  Room,  1717  H  Street 
NW.,  Washington,  DC. 

In  the  event  that  this  proceeding  is 
not  contested,  the  Board  will  convene 
a  prehearing  conference  of  the  parties 
within  sixty  (60)  days  after  this  Notice 
of  Hearing  or  such  other  time  as  may 
be  appropriate,  at  a  time  and  place  to  be 
set  by  the  Board.  It  will  also  set  the 
schedule  for  the  evidentiary  hearing. 
Notice  of  the  prehearing  conference  and 
the  hearing  will  be  published  in  the 
Federal  Register. 

In  the  event  that  this  proceeding  be¬ 
comes  a  contested  proceeding,  the  Board 
will  convene  a  special  prehearing  con¬ 
ference  of  the  parties  to  the  proceeding 
and  persons  who  have  filed  petitions  for 
leave  to  intervene,  or  their  counsel,  to  be 
held  within  sixty  (60)  days  from  the  date 
of  publication  of  this  notice  in  the  Fed¬ 
eral  Register,  or  within  such  other  time 
as  may  be  appropriate,  at  a  place  to  be 
set  by  the  Board  for  the  purpose  of  deal¬ 
ing  with  the  matters  specified  in 
10  CFR  2.751a. 

The  Board  will  convene  a  prehearing 
conference  of  the  parties,  or  their  coun¬ 
sel,  to  be  held  subsequent  to  any  special 
prehearing  conference  and  within  sixty 
(60)  days  after  discovery  has  been  com¬ 
pleted,  or  within  such  other  time  as  may 
be  appropriate,  at  a  place  to  be  set  by  the 
Board  for  the  purpose  of  dealing  with  the 
matters  specified  in  10  CFR  2.752. 

Notices  of  the  dates  and  places  of  the 
special  prehearing  conference,  the  pre- 
hearing  conference  and  the  hearing  will 
be  published  in  the  Federal  Register. 

For  further  details  pertinent  to  the 
matters  under  consideration,  see  the 
licensees’  Environmental  Report  dated 
May  29, 1970,  as  supplemented  November 
8,  1971,  which  is  available  for  public  in¬ 
spection  at  the  Commission’s  Public 
Document  Room,  1717  H  Street  NW., 
Washington,  DC,  between  the  hours  of 
8:30  a.m.  and  5  p.m.  Monday  through 
Friday,  and  at  the  office  of  Richard 
Hogan,  Columbia  County  Courthouse, 
Law  Library,  Circuit  Court  Room,  St. 
Helens,  Oreg.,  between  the  hours  of  8:30 
a.m.  and  5  p.m.  Monday  through  Friday. 
As  they  become  available,  the  following 
documents  also  will  be  available  at  the 
above  locations: 

(1)  The  Commission’s  draft  detailed 
statement  on  environmental  considera¬ 
tions  pursuant  to  10  CFR  Part  50,  Ap¬ 
pendix  D;  and  (2)  the  Commission’s  final 
detailed  statement  on  environmental 
considerations.  Copies  of  item  (2) ,  when 
available,  may  be  obtained  by  request  to 
Deputy  Director  for  Reactor  Projects, 
Directorate  of  Licensing,  U.S.  Atomic 
Energy  Commission,  Washington,  D.C. 
20545. 

With  respect  to  this  proceeding,  pur¬ 
suant  to  10  CFR  2.785  an  Atomic  Safety 
and  Licensing  Appeal  Board  will  exercise 
the  authority  and  the  review  function 
which  would  otherwise  be  exercised  and 
performed  by  the  Commission.  Notice  as 
to  the  membership  of  the  Appeal  Board 
will  be  published  in  the  Federal  Register. 
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NOTICES 


Dated  at  Germantown,  Md.,  this  19ttv 
day  of  December  1972. 

United  States  Atomic 
Energy  Commission, 
Paul  C.  Bender, 
Secretary  of  the  Commission. 
(FR  Doc.72-22068  Filed  12-28-72;8:45  am] 


[Docket  No.  60— 4 10 A] 

NIAGARA  MOHAWK  POWER  CORP. 

Notice  of  Receipt  of  Attorney  Gen¬ 
eral’s  Advice  and  Time  for  Filing 
of  Petitions  To  Intervene  on  Anti¬ 
trust  Matters 

The  Commission  has  received,  pursuant 
to  section  105c  of  the  Atomic  Energy  Act 
of  1954,  as  amended,  a  letter  of  advice 
from  the  Attorney  General  of  the  United 
States,  dated  December  19,  1972,  which 
is  set  forth  below. 

Any  person  whose  interest  may  be 
affected  by  this  proceeding  may,  pur¬ 
suant  to  §  2.714  of  the  Commission’s 
rules  of  practice,  10  CFR  Part  2,  file  a 
petition  for  leave  to  intervene  and  request 
a  hearing  on  the  antitrust  aspects  of  the 
application.  Petitions  for  leave  to  inter¬ 
vene  and  requests  for  hearing  shall  be 
filed  within  thirty  (30)  days  after  pub¬ 
lication  of  this  notice  in  the  Federal 
Register,  either  (1)  by  delivery  to  the 
AEC  Public  Document  Room  at  1717  H 
Street  NW„  Washington,  DC,  or  (2)  by 
mail  or  telegram  addressed  to  the  Secre¬ 
tary,  U.S.  Atomic  Energy  Commission, 
Washington,  D.C.,  20545,  Attn.:  Chief, 
Public  Proceedings  Branch. 

For  the  Atomic  Energy  Commission. 

Abraham  Braitman, 
Chief,  Office  of  Antitrust  and 
Indemnity,  Directorate  of 
Licensing. 

[AEC  Docket  No.  50-410A;  Department  of 
Justice  File  No.  60-415-53  J 

Niagara  Mohawk  Power  Corp. 

NINE  MILE  POINT  NUCLEAR  STATION  UNIT  2 

December  19,  1972. 

You  have  requested  our  advice  pursuant  to 
the  provisions  of  section  105  of  the  Atomic 
Energy  Act  of  1954,  as  amended  by  PubUc 
Law  91-560  (December  19,  1970),  in  regard 
to  the  above  cited  application. 

Introduction.  Niagara  Mohawk  Power  Corp. 
proposes  to  construct  a  nuclear  generating 
faculty  with  a  capacity  of  1,100  megawatts  on 
a  900-acre  site  on  the  southeast  shore  of  Lake 
Ontario,  in  the  town  of  Sc  riba,  Oswego 
County,  N.Y.  This  location  is  presently  the 
site  of  Niagara  Mohawk's  existing  nuclear 
generating  faculty,  the  Nine  MUe  Point  Nu¬ 
clear  Station,  Unit  1.  The  total  cost  of  the 
unit  is  estimated  to  be  approximately  $420 
million  including  first  core  nuclear  fuel  in¬ 
ventory  costs  and  transmission,  distribution 
and  general  plant  costs.  Construction  of  the 
Nine  Mile  Point  Nuclear  Station  Unit  2  Is 
expected  to  be  completed  between  January 
and  June  1078  with  commercial  operation 
following  shortly  thereafter. 

The  applicant.  Niagara  Mohawk  Power 
Corp.,  is  a  privately  owned  utUlty  which  sup- 
pUes  electric  power  to  more  than  1,250,000 
customers  In  37  counties  of  upstate  New 
York.  Its  system  covers  more  than  24,000 
square  miles  and  Includes  31  cities  and  639 
towns  and  vUlages.  The  utility  also  mar¬ 


kets  natural  gas  to  more  than  410,000  cus¬ 
tomers.  In  1971  total  system  revenues  were 
$571,382,000  of  which  $440,327,000  (77  per¬ 
cent)  was  derived  from  electric  revenues. 

The  Applicant’s  most  recent  peak  load 
was  4,551,000  kilowatts.  Total  dependable 
capacity  at  the  time  of  this  peak  was 
5,674,000  kilowatts  comprised  of  574,000  kllo- 
watts  from  owned  and  leased  hydroelectric 
facilities,  3,376,000  kilowatts  of  owned 
thermal  capacity  and  1,724,000  kilowatts  of 
purchased  capacity.  The  internaUy  generated 
capacity  is  produced  at  five  steam  stations 
(including  the  Nine  Mile  Point  Nuclear  Sta¬ 
tion  Unit  1),  82  hydro  stations  and  20  com¬ 
bustion  turbine  and  diesel  units.  Over  the 
10-year  period  from  1971-81  Niagara  Mo¬ 
hawk  estimates  that  its  load  will  increase 
2,949,000  kilowatts  yielding  a  total  load  of 
approximately  7,500,000  kilowatts.  The  ca¬ 
pacity  of  the  Nine  Mile  Point  Nuclear  Unit 
Number  2  is  part  of  the  company’s  con¬ 
struction  program  intended  to  meet  this 
additional  load.1 

Applicant's  coordination  and  interconnec¬ 
tions  with  other  utilities.  Niagara  Mohawk 
plans  its  generation  and  transmission  facili¬ 
ties  as  part  of  the  New  York  Power  Pool 
(NYPP)  which  encompasses  virtually  the 
entire  State  of  New  York.  At  present  seven 
large  investor-owned  utilities  and  the  Power 
Authority  of  the  State  of  New  York  (PASNY) 
comprise  the  membership  of  the  New  York 
Power  Pool.*  These  eight  pool  members  gen¬ 
erated  approximately  99.5  percent  of  the 
total  electric  energy  generated  in  the  State  in 
1967.  The  investor-owned  members  of  the 
pool  supply  the  majority  of  the  bulk  power 
requirements  of  the  five  small  investor- 
owned  systems,  one  Federal,  and  11  munic¬ 
ipal  systems  in  the  State.  PASNY  sells  its 
power  at  wholesale  to  Niagara  Mohawk  and 
two  other  upstate  members  of  the  Pool,  to  41 
municipal  and  cooperatively-owned  electric 
systems  in  New  York,  to  one  in  Pennsylvania, 
to  three  Industrial  plants  in  Massena,  to  the 
Plattsburgh  Air  Force  Base  and  the  State  of 
Vermont.  The  Power  Authority  presently 
generates  power  at  two  sources,  the  8t. 
Lawrence  hydroelectric  project  and  the 
Niagara  Falls  hydroelectric  project.  Sub¬ 
stantial  amounts  of  the  power  produced  at 
these  facilities  are  sold  to  Niagara  Mohawk 3 

1  In  1972  Applicant  will  add  240  megawatts 
of  generation  from  its  share  of  the  Jointly- 
owned  (with  Consolidated  Edison  Co.  and 
Central  Hudson  Gas  and  Electric)  Bose  ton 
No.  1  oil-fired  unit.  In  1973,  the  Jointly- 
owned  Rose  ton  No.  2  Unit  will  provide  an 
additional  240  megawatts.  Applicant  will  add 
875  megawatts  when  its  Oswego  No.  5  oil- 
fired  plant  comes  on  line  In  1974.  Nine  Mile 
Point  Unit  2  with  its  1,100  megawatt  capacity 
is  planned  for  1978  and  an  as  yet  undes¬ 
ignated  nuclear-fired  unit  of  similar  size  is 
expected  in  1981.  During  1977  Niagara 
Mohawk  will  lose  120  megawatts  of  capacity 
from  the  Roseton  facility,  as  its  share  in  that 
joint  venture  decreases.  Throughout  the 
period  the  Applicant  will  purchase  power  in 
varying  amounts  to  meet  its  load  require¬ 
ments  at  any  given  point  in  time. 

*  In  addition  to  Niagara  Mohawk  and 
PASNY,  the  members  of  the  New  York  Power 
Pool  are  Central  Hudson  Gas  and  Electric 
Corp.,  Consolidated  Edison  Co.  of  New  York, 
Inc.,  Long  Island  Lighting  Co.,  New  York 
State  Electric  and  Gas  Corp.,  Orange  and 
Rockland  Utilities  Inc.,  and  Rochester  Gas 
and  Electric  Corp. 

3  The  St.  Lawrence  hydroelectric  project 
has  912,000  kilowatts  of  installed  capacity 
on  the  U.S.  side  of  which  PASNY  is  selling 
115,000  kilowatts  of  firm  capacity  to  the 
Company  under  a  contract  terminating  In 
1985.  The  Niagara  Falls  hydroelectric  project 
has  2,190,000  kilowatts  of  Installed  capacity 
of  which  Niagara  Mohawk  purchases  up  to 


and  the  generating  and  transmission  facili¬ 
ties  of  PASNY  are  closely  integrated,  on  a 
day-to-day  basis,  with  those  of  three  upstate 
utilities,  including  Niagara  Mohawk. 

In  addition  to  these  existing  facilities, 
PASNY  is  presently  constructing  a  nuclear 
plant  with  an  expected  output  of  approxi¬ 
mately  820,000  kilowatts  on  property  acquired 
from  the  Company  adjacent  to  its  Nine  Mile 
Point  site.  For  purposes  of  offsite  transmis¬ 
sion,  the  plant  is  to  be  tied  in  with  the  Com¬ 
pany’s  nearby  switchyard,  and  the  Applicant 
will  reconstruct,  at  PASNY  expense,  a  section 
of  one  of  its  existing  115  kilowatt  lines  so  as 
to  provide  a  backup  source  of  station  service 
power  between  the  plants  of  PASNY  and  the 
Applicant.  When  the  plant  goes  into  opera¬ 
tion  in  1973  Niagara  Mohawk  has  contracted 
to  provide  operating  and  maintenance  per¬ 
sonnel  for  the  facility  at  cost.  PASNY  is  also 
constructing  the  1,000,000  kilowatt  Blen- 
heim-Gllboa  pump  storage  hydroelectric  gen¬ 
erating  station  in  Schoharie  County.  This 
facility  is  also  scheduled  for  completion  in 
1973.  Niagara  Mohawk  expects  to  contract 
on  a  long  term  basis  for  some  of  the  capacity 
of  both  of  these  plants. 

Although  PASNY  presently  supplies  power 
to  only  three  members  of  the  Pool,  benefits 
of  its  peaking  capacity  are  passed  on  to  all 
of  the  State's  utilities  through  the  coordi¬ 
nated  operations  of  the  Pool.  The  purpose  of 
the  New  York  Power  Pool  is  to  coordinate  the 
development  and  operation  of  the  generation 
and  transmission  facilities  of  its  members 
to  obtain  optimum  reliability  and  efficiency 
of  operation  of  their  Interconnected  systems. 
To  carry  out  these  objectives  the  Pool’s  Plan¬ 
ning  Committee  coordinates  the  planning  of 
additional  generating  capacity,  the  inter¬ 
connecting  of  transmission  facilities,  and  the 
forecasting  of  future  load  requirements.  The 
Operating  Committee  establishes  the  rules 
and  procedures  to  coordinate  the  operation 
of  the  pool,  determines  cost  standards,  es¬ 
tablishes  coordinated  maintenance  schedules, 
and  determines  the  reserve  requirements  and 
load  relief  of  the  Pool  members* 

Niagara  Mohawk,  as  well  as  other  members 
of  NYPP,  is  also  a  member  of  the  Northeast 
Power  Coordinating  Council.  This  agency, 
which  Includes  in  its  membership  the  major 
utilities  of  New  York  and  New  England,  as 
well  as  two  Canadian  utilities,  was  estab¬ 
lished  for  the  purpose  of  promoting  maxi¬ 
mum  reliability  and  efficiency  of  electric 
service  by  furthering  interpool  operations 
through  coordination  of  system  planning 
and  operating  procedures  in  the  northeast. 
The  Applicant  is  also  a  party  to  various  agree¬ 
ments  with  other  electric  utilities  which  pro¬ 
vide  for  the  receipt  or  delivery  of  emergency 
power,  deficiency  power  or  unit  power  or 
other  coordinating  arrangements. 

Applicant’s  competitors — 1.  Privately- 
owned  utilities.  Niagara  Mohawk  is  intercon¬ 
nected  with  the  various  large  privately-owned 
utilities  that  have  service  areas  adjoining 
Its  territory,  and  to  some  limited  extent  may 
compete  with  them  for  load  growth.  Except 
to  the  extent  that  the  Applicant  exchanges 
limited  amounts  of  energy  with  these  utili¬ 
ties,  it  does  not  presently  supply  power  on 
a  firm  basis  to  any  investor-owned  utility. 
It  has  wheeled  power  to  several  large  utilities 
to  meet  their  peak  load  requirements  and 
may  be  expected  to  do  so  in  the  future. 


1,294,400  kilowatts  of  firm  and  peaking  power 
and  associated  energy  (of  which  387,000  kilo¬ 
watts  is  firm  power  with  137,000  kilowatts  of 
that  withdrawable)  under  a  contract  termi¬ 
nating  in  1990. 

*  For  a  more  detailed  survey  of  the  New 
York  Power  Pool,  see  the  FPC’s  1970  National 
Power  Survey,  Part  II,  pages  II-1-76-77. 
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As  noted  above,  the  Applicant  is  a  party  to 
a  joint  venture  with  Consolidated  Edison  Co. 
and  Central  Hudson  Gas  and  Electric  to  con¬ 
struct  and  operate  the  two  Rose  ton  600  mega¬ 
watt  oil-fired  generating  units.  Furthermore, 
the  Applicant,  Rochester  Gas  and  Electric 
Corp.  and  New  York  State  Electric  and  Gas 
Corp.  are  undertaking  a  study  to  determine 
the  feasibility  of  Jointly  creating  and  operat¬ 
ing  a  separate  corporation  to  build  and 
operate  major  generating  plant  installations. 
The  study  will  determine  whether  a  separate 
company  for  power  production  will  best  ac¬ 
commodate  their  total  new  generating  facil¬ 
ity  requirements  by  Improving  efficiency  and 
economy  and  allowing  lower  cost  financing. 
It  is  proposed  that  if  this  Joint  venture  gen¬ 
erating  company  is  created,  it  will  take  over 
construction  and  operation  of  the  Nine  Mile 
Point  Nuclear  Station’s  Unit  2  as  well  as  the 
new  fossil-fuel  units  under  construction. 
With  this  single  exception,  no  privately- 
owned  electric  utility  has  expressed  an  inter¬ 
est  in  participating  in  the  Nine  Mile  Point 
unit. 

2.  Municipal  electric  systems.  There  are  27 
municipal  electric  systems  that  distribute 
electric  power  within  or  adjacent  to  Niagara 
Mohawk's  service  area  who  compete  with  it 
for  retail  loads  and  load  growth.  Of  these  27, 
the  Applicant  sells,  at  wholesale,  all  the  bulk 
power  requirements  of  the  Villages  of  Broc- 
ton.  Green  Island,  Holley,  and  Richmond- 
ville.  Niagara  Mohawk  does  not  sell  bulk 
power  to  any  of  the  other  systems.  The  City 
of  Jamestown  receives  part  of  its  bulk  power 
supply  from  PASNY  and  generates  the  re¬ 
mainder.  The  City  of  Salamanca  and  21  vil¬ 
lages  purchase  all  their  bulk  power  require¬ 
ments  from  PASNY.  The  Applicant,  pursu¬ 
ant  to  contracts  with  PASNY,  provides  most 
of  the  transmission  necessary  to  receive, 
transmit  and  deliver  the  bulk  power  from 
PASNY  to  the  two  cities  and  the  villages. 

None  of  the  municipal  systems  own  or 
operate  any  high  voltage  transmission  capa¬ 
ble  of  moving  electric  power  in  bulk.  Conse¬ 
quently,  for  the  most  part,  these  systems  have 
no  reasonable  economic  alternative  but  to 
rely  on  Niagara  Mohawk,  which  controls  the 
high  voltage  transmission  needed  to  wheel 
their  power,  for  the  delivery  of  bulk  power. 

Our  investigation  reveals  that  none  of  the 
municipal  systems  have  advised  the  Appli¬ 
cant  of  a  desire  to  obtain  ownership  par¬ 
ticipation  in  the  Nine  Mile  Point  Nuclear 
Station. 

Our  investigation  further  reveals  at  least 
one  situation  which  warrants  further  com¬ 
ment.  As  noted  above,  the  City  of  James¬ 
town,  N.Y.,  is  the  only  municipal  system  in 
Niagara  Mohawk’s  service  area  with  appreci¬ 
able  generation  facilities  of  its  own.  At  pres¬ 
ent  Jamestown  is  generating  45  megawatts 
at  its  Samuel  A.  Carlson  Electric  Generating 
Station,  a  coal  burning  facility.  To  supple¬ 
ment  this  generation,  Jamestown  purchases 
an  additional  15  megawatts  of  power  from 
PASNY,  and  the  City  has  requested  that  this 
total  be  Increased  to  21  megawatts  in  1973. 
The  PASNY  power  is  delivered  to  Jamestown 
over  two  115  kv  transmission  lines  owned 
by  Niagara  Mohawk  that  extend  from  Dun¬ 
kirk,  N.Y.,  to  an  interconnection  point  at 
Falconer,  N.Y.,  where  Jamestown’s  trans¬ 
formers  step  down  the  voltage  to  13.8  kv,  the 
system  voltage  for  Jamestown. 

The  City’s  generating  facility  currently 
does  not  comply  with  the  New  York  State 
particulate  emission  standards  which  must 
be  met  in  1974  if  the  plant  is  to  remain  in 
operation.  One  of  the  alternatives  being  con¬ 
sidered  by  the  City  is  the  phasing  out  of  its 
own  generating  equipment  and  procuring  all 
of  Its  power  requirements  by  purchases  at 


wholesale.  The  two  most  logical  sellers  would 
be  PASNY  and  Niagara  Mohawk.  Of  the  two, 
PASNY  would  probably  be  the  lower  cost 
supplier,  and  the  City  has  Informally  ap¬ 
proached  PASNY  abbut  the  possibility  of 
supplying  the  additional  power.  It  has  also 
made  a  preliminary  approach  to  the  Appli¬ 
cant.  Niagara  Mohawk  has  indicated  that  it 
does  not  have  any  power  available  until  1976. 
It  also  indicated  that,  if  Jamestown  could 
purchase  all  its  bulk  power  needs  from  PAS¬ 
NY,  the  capacity  of  its  existing  transmission 
facilities  may  not  allow  wheeling  of  more 
than  the  20  megawatts  that  Niagara  Mohawk 
is  currently  obligated  to  deliver  from  PASNY 
to  Jamestown.11  The  Company  apparently  is 
not  interested  in  entering  into  a  joint  ven¬ 
ture  with  Jamestown  for  construction  of  a 
new  high  voltage  transmission  line  between 
Dunkirk  and  Jamestown  and  is  similarly  dis¬ 
inclined  to  construct  such  a  line  on  its  own 
at  this  time. 

As  the  situation  currently  stands,  discus¬ 
sions  between  representatives  of  the  City 
and  of  the  Applicant  are  continuing  and  the 
Applicant  has  not  foreclosed  prospects  of  pro¬ 
viding  Jamestown  with  the  necessary  wheel¬ 
ing  of  PASNY  power  when  and  if  the  City 
determines  to  buy  all  its  bulk  power  require¬ 
ments.  Accordingly,  it  is  not  possible  to  con¬ 
clude  that  a  situation  Inconsistent  with  the 
antitrust  laws  may  presently  exist.  If  the 
Applicant  files  any  new  application  for  a  li¬ 
cense  under  section  103  of  the  Atomic  Energy 
Act  of  1954,  as  amended,  careful  further 
consideration  would  have  to  be  given  to 
Niagara  Mohawk’s  future  conduct  vis-a-vis 
the  city  of  Jamestown  in  order  to  determine 
if  a  situation  Inconsistent  with  the  anti¬ 
trust  laws  will  then  be  likely  to  exist. 

Recommendation.  As  heretofore  noted,  no 
other  electric  utility  systems  formally  have 
requested  participation  in  the  proposed  Nine 
Mile  Point  Nuclear  Station  Unit  No.  2.  Fur¬ 
thermore,  we  have  found  no  concrete  evi¬ 
dence  that  Applicant  has  exercised  or  is  ex¬ 
ercising  its  control  of  high  voltage  trans¬ 
mission  to  the  detriment  of  other  utility 
systems  in  the  area.  Nevertheless,  in  the  in¬ 
stances  outlined  above  questionable  activi¬ 
ties  seem  to  exist  and  may  warrant  further 
attention  in  the  event  of  future  license  ap¬ 
plications.  At  this  time,  however,  there  is  no 
substantial  reason  to  believe  that  the  Com¬ 
mission's  licensing  of  the  requested  nuclear 
unit  would  create  or  maintain  a  situation 
Inconsistent  with  the  antitrust  laws.  Accord¬ 
ingly,  we  conclude  that  the  Cpmmisslon  need 


6  The  wheeling  contract  between  Niagara 
Mohawk  and  PASNY  provides  that  the  Au¬ 
thority  shall  inform  the  Company  at  least 
annually  of  the  estimated  future  load  re¬ 
quirements  of  the  Authority  and  its  cus¬ 
tomers  for  the  ensuing  5-year  period,  and 
within  90  days  thereafter  the  Company  will 
inform  PASNY  whether  or  not  It  will  be  able 
to  deliver  the  power  and  energy  to  meet  each 
load  included  in  the  estimate.  This  provision 
seems  to  be  the  basis  for  Applicant’s  asser¬ 
tion  that  it  is  obligated  to  deliver  only  20 
megawatts  to  Jamestown.  It  seems  doubtful, 
however,  that  this  contract  can  foreclose  or 
prevent  the  delivery  of  PASNY  power  to 
Jamestown.  The  Niagara  Power  Project  Act, 
16  U.S.C.  836,  which  authorized  the  con¬ 
struction  and  operation  of  the  Niagara  Falls 
hydroelectric  project  by  PASNY,  provides 
that  public  bodies  and  cooperatives  will  be 
given  preference  and  priority  to  50  percent 
of  the  power  produced  at  the  project  ( §  836 
(b)(1)).  The  Act  also  Imposes  an  absolute 
obligation  on  the  Power  Authority  to  deliver 
that  power  either  by  wheeling  agreement  or 
by  the  purchase  or  construction  of  the  neces¬ 
sary  transmission  faculties.  ({  836(b)(4)). 


not  conduct  an  antitrust  hearing  with  re¬ 
spect  to  the  application. 

[FR  Doc.72-22340  Filed  12-28-72; 8: 46  am) 


REGULATORY  GUIDES 
Notice  of  Issuance  and  Availability 

The  Atomic  Energy  Commission  has 
issued  two  new  guides.  Regulatory  Guide 

5.1,  “Serial  Numbering  of  Fuel  Assem¬ 
blies  for  Light-Water-Cooled  Nuclear 
Power  Reactors,”  and  Regulatory  Guide 

5.2,  “Classification  of  Unirradiated 
Plutonium  and  Uranium  Scrap.”  These 
are  the  first  guides  in  a  series  that  has 
been  developed  to  describe  and  make 
available  to  the  public  methods  accept¬ 
able  to  the  AEC  regulatory  staff  of  im¬ 
plementing  specific  parts  of  the  Com¬ 
mission’s  regulations  and,  in  some  cases, 
to  delineate  techniques  used  by  the  staff 
in  evaluating  specific  problems  or  postu¬ 
lated  accidents  and  to  provide  guidance 
to  applicants  concerning  certain  of  the 
information  needed  by  the  staff  in  its  re¬ 
view  of  applications  for  permits  and  li¬ 
censes. 

The  new  guides  are  in  Division  5, 
“Materials  and  Plant  Protection  Guides,” 
of  the  Regulatory  Guide  series.  One  guide 
deals  with  an  acceptable  numbering 
method  for  item  identification  of  fuel 
assemblies  for  light-water-cooled  nu¬ 
clear  power  reactors.  The  other  identifies 
specific  methods  of  categorizing  unir¬ 
radiated  plutonium  and  uranium  scrap 
to  facilitate  quantitative  control  of  nu¬ 
clear  materials. 

Comments  and  suggestions  in  connec¬ 
tion  with  improvements  in  the  guides  are 
encouraged  and  should  be  swat  to  the 
Secretary  of  the  Commission,  U.S. 
Atomic  Energy  Commission,  Washing¬ 
ton,  D.C.  20545,  Attention:  Chief,  Public 
Proceedings  Staff.  Copies  of  issued  guides 
may  be  obtained  by  request  to  the  U.S. 
Atomic  Energy  Commission,  Washing¬ 
ton,  D.C.  20545,  Attention:  Director  of 
Regulatory  Standards. 

Other  Division  5  Regulatory  Guides 
currently  being  developed  include  the 
following: 

•Nuclear  Material  Control  Systems  and 
Procedures  for  Conversion  Facilities. 

•Statistical  Terminology  and  Notation 
Guide  for  Nuclear  Materials  Management. 

•Analytical  Standards  for  the  Measure¬ 
ment  of  Uranium  Tetrafluoride  (UF«)  and 
Uranium  Hexafluoride  (UF«). 

•Standard  Methods  for  Chemical,  Mass 
Spectrometrlc  and  Spectrochemical  Analysis 
of  Nuclear  Grade  Uranium  Dioxide  Powders 
and  Pellets. 

•Standard  Methods  for  Chemical,  Mass 
Spectrometrlc  and  Spectrochemical  Analysis 
of  Nuclear  Grade  Plutonium  Dioxide  Powders 
and  Pellets. 

(5  U.S.C.  552(a)) 

Dated  at  Bethesda,  Md.,  this  21st  day 
of  December  1972. 

For  the  Atomic  Energy  Commission. 

Lester  Rogers, 

Director  of  Regulatory  Standards. 

[FR  Doc.72-22336  Filed  12-28-72;8:47  am] 
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COMMITTEE  FOR  THE  IMPLEMEN¬ 
TATION  OF  TEXTILE  AGREEMENTS 

CERTAIN  COTTON  TEXTILES  AND  COT¬ 
TON  TEXTILE  PRODUCTS  PRODUCED 
OR  MANUFACTURED  IN  THE  RE¬ 
PUBLIC  OF  CHINA 

Entry  or  Withdrawal  From  Warehouse 
for  Consumption 

December  21,  1972. 

On  December  30,  1971,  the  U.S.  Gov¬ 
ernment,  in  furtherance  of  the  objec¬ 
tives  of,  and  under  the  terms  of,  the 
Long  Term  Arrangement  Regarding 
International  Trade  in  Cotton  Textiles 
done  at  Geneva  on  February  9,  1962, 
concluded  a  comprehensive  bilateral  cot¬ 
ton  textile  agreement  with  the  Gov¬ 
ernment  of  the  Republic  of  China 
concerning  exports  of  cotton  textiles  and 
cotton  textile  products  from  the  Repub¬ 
lic  of  China  to  the  United  States.  Among 
the  provisions  of  the  agreement  are 
those  establishing  specific  export  limi¬ 
tations  on  Categories  5/6,  9/10,  15/16, 
18/19,  20/21,  22/23,  24/25,  26/27,  28/29, 
30.  32,  34/35,  41/42,  43  and  part  of  62 
(other  knit  shirts  and  blouses),  44,  45, 
46/47,  50,  51,  52,  53,  54,  57,  59,  60,  part 
of  62  (other  knit  wearing  apparel),  63, 
and  64  for  the  agreement  year  beginning 
January  1,  1973. 

Accordingly,  there  is  published  below 
a  letter  of  December  21,  1972,  from  the 
Chairman  of  the  Committee  for  the 
Implementation  of  Textile  Agreements 
to  the  Commissioner  of  Customs,  direct¬ 
ing  that  the  amounts  of  cotton  textiles 
and  cotton  textile  products  in  the  above 
categories  produced  or  manufactured  in 
the  Republic  of  China  which  may  be  en¬ 
tered  or  withdrawn  from  warehouse  for 
consumption  in  the  United  States  for 
the  12-month  period  beginning  Jan¬ 
uary  1,  1973,  and  extending  through 
December  31,  1973,  be  limited  to  the  des¬ 
ignated  levels.  The  letter  published  below 
and  the  actions  pursuant  thereto  are  not 
designed  to  implement  all  of  the  provi¬ 
sions  of  the  bilateral  agreement,  but  are 
designed  to  assist  only  the  implementa¬ 
tion  of  certain  of  its  provisions. 

Stanley  Nehmer. 

Chairman,  Committee  for  the 
1  Implementation  of  Textile 
Agreements,  and  Deputy  As¬ 
sistant  Secretary  and  Direc¬ 
tor,  Bureau  of  Resources  and 
Trade  Assistance. 

Committee  for  the  Implementation  of 
Textile  Agreements 

,  December  21,  1972. 

Commissioner  of  Customs, 

Department  of  the  Treasury, 

Washington,  D.C.  20226 

Dear  Mr.  Commissioner:  Under  the  terms 
of  the  Long-Term  Arrangement  Regarding 
International  Trade  In  Cotton  Textiles  done 
at  Geneva  on  February  9,  1962,  pursuant  to 
the  bilateral  cotton  textile  agreement  of  De¬ 
cember  30, 1971 ,  between  the  Governments  of 
the  United  States  and  the  Republic  of  China, 
and  in  accordance  with  the  procedures  of 


Executive  Order  11661  of  March  3,  1972,  you 
are  directed  to  prohibit,  effective  January  1, 
1973  and  for  the  twelve-month  period  extend¬ 
ing  through  December  31, 1973,  entry  Into  the 
United  States  for  consumption  and  with¬ 
drawal  from  warehouse  for  consumption  of 
cotton  textiles  and  cotton  textUe  products  In 
Categories  6/6,  9/10,  15/16,  18/19,  20/21, 
22/23,  24/25,  26/27,  28/29,  30,  32,  34/35,  41/42, 
43  and  part  of  62  (other  knit  shirts  and 
blouses),  44,  45,  46/47,  60,  51,  62,  53,  54,  57, 
59,  60,  part  of  62  (other  knit  wearing  ap¬ 
parel),  63,  and  64  produced  or  manufactured 
in  the  Republic  of  China,  In  excess  of  the  fol¬ 
lowing  levels  of  restraint: 


Category 
5/6 . 

9/10 . 

15/16  . . 

18/19  . 

20/21  . . 

22/23  _ 

24/25  . 

26/27  . 


28/29  . . 

30  . . 

32  . . . 

34/35  _ 

41/42  _ 

43  and  part  of  62  (only 
TA.UA.A.  Nos.  382.- 
0002,  382.0605,  and 
382.0610). 

44  _ 

45  _ 

46/47  _ 

50  _ _ 

51  . . 

52  . 

53  . 

54  . . . 

57 . 

59  . 

60  . 

Part  of  62  (all  T.S. 

U.S  .A  Nos.  except 
those  Included  In 
part  of  62  combined 
in  43).  ' 

63  _ 

64  _ 


12-month  level  of 
restraint 

2,  651, 879  square 
yards. 

31, 186, 578  square 
yards. 

1,490,853  square 
yards. 

1,687,259  square 
yards. 

1,099,501  square 
yards. 

3, 346, 457  square 
yards. 

3, 264, 837  square 
yards. 

5,  807, 801  square 
yards  (of  which 
not  more  than 
3,  264,  837  square 
yards  may  be  In 
duck  fabric.1) 

2,074,967  pieces. 

2,  699,  613  pieces. 
402,  389  dozen. 
303,852  pieces. 
139,  839  dozen. 
102,  883  dozen. 


26,  997  dozen. 
16, 199  dozen. 
10,901,847  square 
yards. 

219,  569  dozen. 
352,749  dozen. 
224,968  dozen. 
17,996  dozen. 
37,796  dozen. 
179,974  dozen. 
44,  994  dozen. 
34,015  dozen. 
42,281  pounds. 


224,  968  pounds. 
212,  869  pounds. 


’The  T.S.U.S.A.  Nos.  for  duck  fabric  are: 

320. — 01  through  04,06,08 

321. — 01  through  04,06,08 

322.  — 01  through  04,06,08 

326.  — 01  through  04,06,08 

327. — 01  through  04,06,08 

328. — 01  through  04,06,08 

In  carrying  out  this  directive,  entries  of 
cotton  textiles  and  cotton  textile  products  In 
the  above  categories  produced  or  manufac¬ 
tured  in  the  Republic  of  China,  which  have 
been  exported  to  the  United  States  from  the 
Republic  of  China  prior  to  January  1,  1973, 
shall,  to  the  extent  of  any  unfilled  balances, 
be  charged  against  the  levels  of  restraint 
established  for  such  goods  for  the  twelve- 
month  period  beginning  January  1,  1972  and 
extending  through  December  31,  1972.  In  the 
event  that  the  levels  of  restraint  for  the 
twelve-month  period  ending  December  31, 
1972  has  been  exhausted  by  previous  entries. 


such  goods  shall  be  subject  to  the  levels  set 
forth  in  this  letter. 

The  levels  of  restraint  set  forth  above  are 
subject  to  adjustment  pursuant  to  the  provi¬ 
sions  of  the  bilateral  agreement  of  Decem¬ 
ber  30,  1971,  between  the  Governments  of 
the  United  States  and  the  Republic  of  China, 
which  provide  in  part  that  within  the  ag¬ 
gregate  and  applicable  group  limits,  limits  on 
specific  categories  may  be  exceeded  by  not 
more  than  5  percent;  for  the  limited  carry¬ 
over  of  shortfalls  In  certain  categories  to  the 
next  agreement  year;  and  for  administrative 
arrangements.  Any  appropriate  adjustments 
pursuant  to  the  provisions  of  the  bilateral 
agreement  referred  to  above,  will  be  made  to 
you  t>y  letter. 

A  detailed  description  of  the  categories  in 
terms  of  T.S.U.S.A.  numbers  was  published 
in  the  Federal  Register  on  April  29,  1972 
(37  F.R.  8802). 

In  carrying  out  the  above  directions,  en¬ 
try  into  the  United  States  for  consumption 
shall  be  construed  to  include  entry  for  con¬ 
sumption  into  the  Commonwealth  of  Puerto 
Rico. 

The  actions  taken  with  respect  to  the  Gov¬ 
ernment  of  the  Republic  of  China  and  with 
respect  to  imports  of  cotton  textiles  and 
cotton  textile  products  from  the  Republic  of 
China  have  been  determined  by  the  Com¬ 
mittee  for  the  Implementation  of  Textile 
Agreements  to  involve  foreign  affairs  func¬ 
tions  of  the  United  States.  Therefore,  the 
directions  to  the  Commissioner  of  Customs, 
being  necessary  to  the  implementation  of 
such  actions,  fall  within  the  foreign  affairs 
exception  to  the  rule-making  provisions  of 
6  U.S.C.  553.  This  letter  will  be  published  in 
the  Federal  Register. 

Sincerely  yours, 

Stanley  Nehmer, 

Chairman,  Committee  for  the  Im¬ 
plementation  of  Textile  Agree¬ 
ments,  and  Deputy  Assistant  Sec¬ 
retary  and  Director,  Bureau  of 
Resources  and  Trade  Assistance. 

(FR  Doc.72-22331  Filed  12-28-72:8:47  am] 


CIVIL  AERONAUTICS  BOARD 

LOOMIS  COURIER  SERVICES,  LTD. 

Notice  of  Application  for  Tariff-Filing 
Authority  Pickup  and  Delivery  Zone 

December  22,  1972. 

In  accordance  with  Part  222  (14  CFR 
Part  222)  of  the  Board’s  Economic  Regu¬ 
lations  (effective  June  12,  1964),  notice 
is  hereby  given  that  the  Civil  Aeronau¬ 
tics  Board  has  received  an  application, 
Docket  25037,  from  Loomis  Courier  Serv¬ 
ices  Inc.,  808  Burlway  Road,  Burlingame, 
CA  94010,  for  authority  to  provide  pickup 
and  delivery  service  between  Reno,  Nev., 
and  South  Lake  Tahoe,  Calif.,  which  is 
37  miles  from  Reno. 

Under  the  provisions  of  §  222.3(c)  of 
Part  222,  interested  persons  may  file  an 
answer  in  opposition  to  or  in  support  of 
this  application  within  fifteen  (15)  days 
after  publication  of  this  notice  in  the 
Federal  Register.  An  executed  original 
and  19  copies  of  such  answer  shall  be 
addressed  to  the  Docket  Section,  Civil 
Aeronautics  Board,  Washington,  D.C. 
20428.  It  shall  set  forth  in  detail  the  rea¬ 
sons  for  the  position  taken  and  include 
such  economic  data  and  facts  as  are  re¬ 
lied  upon,  and  shall  be  served  upon  the 
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applicant  and  state  the  date  of  such 
service. 

[seal]  Harry  J.  Zink, 

Secretary. 

[FR  Doc.72-22401  Filed  12-28-72:8:50  am] 


[Docket  No.  24610] 

MACKENZIE  AIR  LTD. 

Notice  of  Hearing  Regarding  Canada- 

United  States  Charter  With  Large 

Aircraft 

Notice  is  hereby  given,  pursuant  to  the 
provisions  of  the  Federal  Aviation  Act  of 
1958,  as  amended,  that  a  public  hearing 
in  the  above -entitled  proceeding  is  as¬ 
signed  to  be  held  on  January  11,  1973,  at 
10  a.m.  (local  time),  in  Room  503,  Uni¬ 
versal  Building,  1825  Connecticut  Ave¬ 
nue  NW„  Washington.  DC,  before  the 
undersigned  Administrative  Law  Judge. 

For  information  concerning  the  issues 
involved  and  other  details  of  this  pro¬ 
ceeding,  interested  persons  are  referred 
to  the  various  documents  which  are  in 
the  docket  of  this  case  on  file  in  the 
Docket  Section  of  the  Civil  Aeronautics 
Board. 

Dated  at  Washington,  D.C.,  Decem¬ 
ber  22, 1972. 

[seal]  Arthur  S.  Present, 

Administrative  Law  Judge. 
[FR  Doc.72-22402  Filed  12-28-72:8:50  am] 

ENVIRONMENTAL  PROTECTION 
AGENCY 

MOTOR  VEHICLE  EMISSION  CONTROL 
DEFEAT  DEVICES 

Notice  of  Public  Hearing 

By  letter  of  December  15, 1972,  the  Ad¬ 
ministrator  of  the  Environmental  Pro¬ 
tection  Agency  ordered  the  following  six 
motor  vehicle  manufacturers  to  elimi¬ 
nate  certain  emission  control  system  dis¬ 
abling  devices  from  their  1973  automo¬ 
biles  produced  after  specified  dates: 
General  Motors  Corp.;  Ford  Motor  Co.; 
Chrysler  Corp.;  American  Motors  Corp.; 
Toyota  Motor  Co.,  Ltd.;  Nissan  Motors 
Corp.  Some  defeat  devices  were  ordered 
eliminated  by  February  1,  1973,  and  the 
balance  were  ordered  eliminated  by 
March  15,  1973. 

The  motor  vehicle  manufacturers  were 
granted  the  right  to  appeal  those  orders 
by  submitting  written  notice  and  five 
copies  of  a  brief  statement  of  the  grounds 
for  appeal  to  the  Mobile  Source  Enforce¬ 
ment  Division,  Office  of  Enforcement  and 
General  Counsel,  401  M  Street  SW., 
Washington,  DC  20460,  no  later  than  De¬ 
cember  22, 1972. 

A  public  hearing  has  been  scheduled  to 
be  held  in  the  Thomas  Jefferson  Me¬ 
morial  Auditorium,  Department  of  Agri¬ 
culture,  South  Agriculture  Building,  14th 
and  Independence  Avenue,  Washington, 
D.C.,  commencing  at  10  a.m.  on  Tuesday, 
January  9, 1973,  for  the  purpose  of  hear¬ 
ing  appeals  by  manufacturers  from  all 


disallowances  of  defeat  devices  employed 
in  1973  model  year  vehicles. 

Grounds  for  appeals  shall  be  limited 
to: 

a.  Claims  that  a  device  identified  in 
the  orders  is  not  a  defeat  device; 

b.  Claims  that  elimination  of  an  in¬ 
dicated  device  and,  where  necessary,  sub¬ 
stitution  of  an  acceptable  device  is  not 
feasible  within  the  times  allowed  by  the 
orders; 

c.  Claims  that  removal  of  a  device  will 
create  a  safety  hazard  that  cannot  be 
substantially  eliminated  by  substitution 
of  acceptable  devices; 

d.  Claims  that  overall  emissions  from 
the  vehicle  in  actual  use  will  be  increased 
as  a  result  of  the  elimination  of  a  device 
and  that  such  increased  emissions  can¬ 
not  be  controlled  by  substitution  of  ac¬ 
ceptable  devices. 

Any  written  material  which  a  manu¬ 
facturer  desires  to  have  considered  at 
the  hearing  should  be  submitted  in  ad¬ 
vance  of  the  hearing  where  practicable. 

Any  interested  member  of  the  public 
who  wishes  to  present  arguments  or  in¬ 
formation  relevant  to  the  issues  set  forth 
above  may  do  so  at  the  hearing  by  pro¬ 
viding  notice  to  the  Presiding  Officer  at 
any  time  before  the  hearing  is  concluded. 

Dr.  Norman  D.  Shutler  is  hereby  des¬ 
ignated  Presiding  Officer  for  this  hearing. 
The  hearing  will  be  conducted  infor¬ 
mally.  Technical  rules  of  evidence  will 
not  apply. 

William  D.  Ruckelshaus, 
Administrator. 

December  22,  1972. 

[FR  Doc.72-22333  Filed  12-28-72:8:50  am] 


LOW-EMISSION  VEHICLE 

Notice  of  Receipt  of  Application  for 
Certification 

Section  212  of  the  Clean  Air  Act  es¬ 
tablishes  a  Low-Emission  Vehicle  Certifi¬ 
cation  Board.  The  Board  is  charged  with 
the  responsibility  of  certifying  any  class 
or  model  of  motor  vehicles  which  has 
been  determined  to  be  a  ‘‘low-emission” 
vehicle  by  the  Administrator  of  the  En¬ 
vironmental  Protection  Agency  and 
which  the  Board  determines  is  suitable 
for  use  as  a  substitute  for  a  class  or 
model  of  vehicles  in  use  at  that  time  by 
agencies  of  the  Federal  Government. 
Section  212  further  provides  that  certi¬ 
fied  vehicles  shall  be  acquired  by  pur¬ 
chase  or  lease  for  use  by  the  Federal  Gov¬ 
ernment  as  substitutes  for  other  vehicles 
if  the  procurement  costs  are  no  more 
than  150  percent  of  the  retail  price  of 
the  least  expensive  class  or  model  of  such 
other  vehicles  as  determined  by  the  Ad¬ 
ministrator  of  General  Services.  If  the 
Board  determines  that  the  low-emission 
vehicle  is  powered  by  an  inherently  low- 
polluting  propulsion  system,  the  pre¬ 
mium  to  be  paid  for  such  vehicles  may  be 
raised  to  200  percent. 

On  October  19,  1972,  EPA  received  an 
application  for  vehicle  certification  under 
Section  212  from  the  Battronic  Truck 
Corp.,  a  division  of  Boyertown  Auto  Body 
Works.  EPA  must  now  decide  whether 


the  vehicles  described  are  “low-emission 
vehicles”. 

The  vehicles  covered  are  described 
briefly  as  follows: 

Vehicle  Description 

MERCHANDISER  VAN 

One  driver  and  2,500  pounds  cargo. 

Curb  weight — 7,300  pounds. 

Wheelbase — 111  inches. 

BAKERY  VAN 

One  driver  and  3,200  pounds  cargo. 

Curb  weight — 8,680  pounds. 

Wheelbase — 137  inches. 

SUBURBAN  BUS 

One  driver  and  11  passengers. 

Curb  weight — 7.955  pounds. 

Wheelbase — 111  inches. 

TRANSIT  BUS 

One  driver  and  15  seated  passengers  plus  10 
standees. 

Curb  weight — 8,390  pounds. 

Wheelbase — 147  inches. 

POWERPLANT 

Eighty-four  volt  D.C.  traction  motor  (56.5 
maximum  h.p.)  powered  by  two  lead-acid 
batteries. 

The  Environmental  Protection  Agency 
is  presently  of  the  opinion  that  for  pur¬ 
poses  of  section  212  a  vehicle  powered  by 
electric  storage  batteries  is  pollution-free 
since  the  Administrator  is  authorized  to 
consider  only  the  amount  of  emissions 
from  the  vehicle  itself  in  determining 
whether  it  is  a  low-emission  vehicle.  Ac¬ 
cordingly,  emissions  data,  as  specified  by 
40  CFR  85-Subpart  Q,  were  not  required 
of  the  applicant.  EPA  currently  expects 
to  find  that  all  vehicles  covered  by  the 
application  are  both  “low-emission 
vehicles,”  and  “inherently  low-polluting 
vehicles,”  as  those  terms  are  defined  in 
40  CFR  Part  85,  Subpart  Q. 

A  copy  of  the  application  and  of  a  legal 
memorandum  on  this  issue  is  available 
for  inspection  in  the  Public  Docket  at 
the  EPA  Office  of  Public  Affairs,  Room 
329.'  401  M  Street  SW.,  Washington,  DC 
20460.  Interested  persons  are  invited  to 
submit  written  comments  (in  quadrupli¬ 
cate)  in  support  of,  or  in  opposition  to, 
such  a  determination  to  the  Administra¬ 
tor,  Environmental  Protection  Agency, 
Attention:  Mobile  Source  Pollution  Con¬ 
trol  Program,  Office  of  Air  and  Water 
Programs,  401  M  Street  SW.,  Washing¬ 
ton,  DC  20460.  All  relevant  comments  re¬ 
ceived  not  later  than  30  days  after  pub¬ 
lication  of  this  notice  will  be  considered 
by  the  Low-Emission  Vehicle  Certifica¬ 
tion  Board,  and  by  the  Environmental 
Protection  Agency  in  its  determination. 

This  notice  is  issued  under  the  author¬ 
ity  of  Seotion  212  of  the  Clean  Air  Act, 
as  amended  (42  USC  1857f-5). 

Dated:  December  22, 1972. 

William  D.  Ruckelshaus, 
Administrator. 

[FR  Doc.72-22380  Filed  12-28-72:8:49  am] 


WATER  QUALITY  STANDARDS 

Notice  of  Interstate  and  Intrastate 
Standards  Subject  to  Agency  Review 

The  Federal  Water  Pollution  Control 
Act  (the  Act),  as  amended  by  the  Fed- 
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eral  Water  Pollution  Control  Act  Amend¬ 
ments  of  1972,  Public  Law  92-500,  86 
Stat.  816  (the  1972  Amendments),  pro¬ 
vides  for  the  establishment  and  revision 
of  water  quality  standards.  Section 
303(a)  of  the  Act  establishes  three 
slightly  different  procedures  for  the  re¬ 
view  by  the  Administrator  of  the  Envi¬ 
ronmental  Protection  Agency  (the  Ad¬ 
ministrator)  of  State  water  quality 
standards. 

Section  303(a)(1)  of  the  Act  provides 
that  any  water  quality  standards  appli¬ 
cable  to  interstate  waters  which  were 
adopted  by  any  State  and  submitted  to 
and  approved  by,  or  awaiting  approval 
by,  the  Administrator  prior  to  October  18, 

1972,  under  the  previous  law  will  auto¬ 
matically  remain  in  effect  unless  the  Ad¬ 
ministrator  determines  by  January  18, 

1973,  that  such  standards  are  not  con¬ 
sistent  with  the  applicable  requirements 
of  the  Act  as  in  effect  immediately  prior 
to  the  date  of  enactment  of  the  1972 
Amendments  and  notifies  the  State  of 
required  changes.  If  the  State  fails  to 
adopt  such  changes  within  90  days,  the 
Administrator  is  required  to  promulgate 
water  quality  standards  pursuant  to  the 
procedure  established  by  section  303(b) 
of  the  Act. 

Secondly,  States  are  required  under 
section  303(a)  (2)  of  the  Act  to  submit  to 
the  Administrator  by  November  17,  1972, 
any  water  quality  standards  applicable 
to  intrastate  waters  and  adopted  pursu¬ 
ant  to  State  law  before  October  18,  1972. 
Such  standards  will  also  become  auto¬ 
matically  effective  under  the  Act  unless 
the  Administrator  determines  that  the 
standards  are  not  consistent  with  appli¬ 
cable  requirements  of  the  former  law  and 
notifies  the  State  of  required  changes 
within  120  days  following  the  date  on 
which  the  standards  are  submitted.  As 
with  interstate  water  quality  standards, 
the  State  has  90  days  to  adopt  the  sug¬ 
gested  changes  after  which  the  Admin¬ 
istrator  is  to  proceed  to  promulgate 
standards  under  section  303(b). 

Thirdly,  section  303(a)(3)  provides 
that  if  the  State  did  not  adopt  standards 
for  intrastate  waters  before  October  18, 
1972,  it  is  required  to  adopt  and  submit 
such  standards  by  April  16,  1973.  If  the 
Administrator  determines  that  the 
standards  are  consistent  with  the  re¬ 
quirements  of  the  former  law  then  he 
shall  approve  the  standards.  If  the 
standards  are  determined  by  the  Admin¬ 
istrator  not  to  be  consistent  with  the 
applicable  requirements,  section  303 
(a)  (3)  provides  that  he  is  to  notify  the 
State  of  this  determination  and  specify 
required  changes  within  90  days  fol¬ 
lowing  the  date  on  which  the  standards 
were  submitted.  The  balance  of  the  pro¬ 
cedures  are  the  same  as  those  applicable 
to  previously  adopted  intrastate 
standards. 

This  notice  identifies  the  interstate 
standards  that  must  be  reviewed  by  the 
Environmental  Protection  Agency  by 
January  18, 1973,  and  also  identifies  those 
intrastate  standards  which  have  been 
submitted  by  States  pursuant  to  section 
303(a)(2)  of  the  Act  and  which  must 
be  reviewed  by  the  Agency  within  120 
days  after  submission  of  the  standards 


by  a  State.  Public  comments  are  solicited 
with  respect  to  the  consistency  of  these 
standards  with  the  requirements  of  the 
Act  as  in  effect  immediately  before  the 
enactment  of  the  1972  Amendments  and 
the  changes  needed  to  comply  with  such 
requirements.  Notices  of  newly  adopted 
intrastate  standards  submitted  pursu¬ 
ant  to  section  303(a)(3)  of  the  Act  will 
be  published  when  such  standards  are 
submitted  to  the  Environmental  Protec¬ 
tion  Agency  for  review. 

The  Administrator’s  authority  to  re¬ 
view  water  quality  standards  and  specify 
required  changes  pursuant  to  section 
303(a)  of  the  Act  has  been  delegated  to 
the  10  regional  administrators  of  the 
Environmental  Protection  Agency  for 
States  within  their  respective  regions. 

All  comments  with  respect  to  the 
standards  identified  in  this  notice  should 
therefore  be  directed  to  the  appropriate 
Regional  Administrator  of  the  Environ¬ 
mental  Protection  Agency.  The  addresses 
of  the  10  regional  offices  and  the  States 
covered  by  each  are  set  forth  in  Appen¬ 
dix  A  to  this  notice. 

Comments  with  respect  to  interstate 
water  quality  standards  identified  in 
Part  A  below  which  are  received  by 
January  11,  1973,  will  be  considered  by 
regional  administrators.  As  noted  above, 
determinations  as  to  consistency  of 
standards  with  applicable  requirements 
and  specifications  of  any  required 
changes  in  interstate  water  quality 
standards  are  required  to  be  made  by 
January  18,  1973. 

For  each  of  the  intrastate  standards 
listed  under  Part  B  below  the  dates  of 
submission  of  the  standards  by  the 
States  and  the  last  day  for  action  by  the 
appropriate  regional  administrator  are 
indicated.  The  latest  date  for  required 
action  on  the  part  of  the  Environmental 
Protection  Agency  is  March  30,  1973, 
while  the  earliest  deadline  date  is  Febru¬ 
ary  26,  1973.  To  simplify  administration 
of  the  review  process,  regional  adminis¬ 
trators  will  consider  public  comments 
concerning  any  of  the  standards  listed 
under  Part  B  received  by  February  12, 
1973  (14  days  before  the  earliest  occur¬ 
ring  deadline). 

In  many  instances,  interstate  and 
intrastate  water  quality  standards  are 
closely  interrelated  and  are  contained  in 
one  document  or  set  of  regulations  which 
provides  the  water  quality  standards  for 
all  of  the  waters  within  a  State.  Review 
of  the  entire  set  of  standards — both 
interstate  and  intrastate — will  be  car¬ 
ried  on  at  the  same  time  by  regional  ad¬ 
ministrators.  Where  required  changes  to 
be  specified  by  the  regional  administra¬ 
tors  by  January  18,  1973,  for  interstate 
water  quality  standards  are  also  appli¬ 
cable  to  intrastate  standards,  the  noti¬ 
fication  of  such  changes  given  to  the 
State  will  indicate  that  these  changes  in 
interstate  standards  will  also  quite  prob¬ 
ably  be  required  with  respect  to  intra¬ 
state  standards.  Official  notice  of  speci¬ 
fied  changes  with  respect  to  intrastate 
standards  will  not  be  given  until  the  due 
date  for  specification  of  the  changes  by 
the  regional  administrators.  However, 
the  Environmental  Protection  Agency 
desires  to  provide  States  with  as  com¬ 


plete  a  preliminary  indication  of  re¬ 
quired  changes  in  all  standards  subject 
to  review  under  sections  303(a)(1)  and 
303(a)(2)  as  is  possible  by  January  18, 
1973.  States  are  required  to  hold  public 
hearings  prior  to  adoption  of  any 
changes  specified  by  the  regional  admin¬ 
istrator  with  respect  to  interstate  and 
intrastate  standards.  By  providing  States 
with  a  preliminary  indication  of  required 
changes  with  respect  to  intrastate  stand¬ 
ards,  the  Environmental  Protection 
Agency  hopes  to  avoid  the  necessity  for 
duplicative  and  redundant  hearings  with 
respect  to  changes  needed  to  be  made 
in  both  interstate  and  intrastate  stand¬ 
ards.  Therefore,  persons  desiring  to  com¬ 
ment  upon  intrastate  standards  should 
endeavor  to  submit  such  comments  by 
January  11, 1973,  if  possible,  though  such 
comments  will  nevertheless  be  consid¬ 
ered  if  received  by  February  12,  1973. 

Written  communications  from  States 
concerning  such  standards,  any  records 
of  hearings  held  by  States  with  respect 
to  the  standards,  public  comments  re¬ 
ceived  concerning  the  standards  and  re¬ 
lated  documentation  shall  be  available 
for  inspection  and  copying  at  the  re¬ 
gional  offices  of  the  Environmental  Pro¬ 
tection  Agency.  In  addition,  the  Agency 
expects  that  all  States  will  cooperate 
fully  with  interested  persons  in  insuring 
the  availability  to  the  public  of  pertinent 
documents  concerning  water  quality 
standards. 

The  listings  below  are  intended  to  call 
attention  to  water  quality  standards 
subject  to  review  under  section  303  of 
the  Act  and  cannot  set  forth  the  water 
quality  standards  themselves  in  their 
entirety.  Documents  containing  water 
quality  standards  shall  also  be  available 
for  inspection  and  copying  at  regional 
offices  of  the  Environmental  Protection 
Agency  and  shall  be  made  available  to 
the  public  by  the  States.  The  listings 
which  follow  do  not  purport  to  incor¬ 
porate  by  reference  the  full  water  qual¬ 
ity  standards  for  the  States  identified. 

Inclusion  of  any  State  or  State  stand¬ 
ard  on  this  list,  or  the  manner  of  the 
descriptions  set  forth,  does  not  imply 
that  the  Environmental  Protection 
Agency  approves  the  standards,  finds 
that  they  were  properly  adopted  by  the 
States  under  State  law  or  finds  that  the 
standards  cover  all  of  the  elements  or 
waters  necessary  to  be  consistent  with 
the  applicable  requirements  of  the  Act 
as  in  effect  prior*  to  the  enactment  of 
the  1972  amendments.  Persons  inter¬ 
ested  in  commenting  upon  water  quality 
standards  should  in  the  first  instance 
contact  the  appropriate  State  office  for 
any  further  required  information  with 
respect  to  the  standard  in  which  they 
are  interested.  If  the  State  agency  can¬ 
not  supply  the  required  information,  the 
EPA  regional  office  will  endeavor  to  do 
so. 

Part  A — Identification  of  Interstate 

Water  Quality  Standards  Subject  to 

Review  Under  Section  303(a)(1)  of 

the  Act 

The  following  described  water  quality 
standards  for  interstate  waters  are  sub¬ 
ject  to  review  by  the  Environmental  Pro- 
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tection  Agency  under  section  303(a)(1) 
of  the  Act: 

1.  All  standards  identified  in  the  list¬ 
ing  presently  published  under  40  CFR 
Part  120,  as  revised  in  notices  published 
in  the  Federal  Register  on  March  28, 
1972  (37  F.R.  6087-88)  and  Septem¬ 
ber  28,  1972  (37  F.R.  20243-44) . 

2.  The  following  standards  which 
were  approved  by  the  Administrator  of 
the  Environmental  Protection  Agency 
prior  to  the  date  of  enactment  of  the 
1972  amendments  (October  18,  1972) 
but  subsequent  to  the  most  recent  publi¬ 
cation  of  the  listing  presently  set  forth 
under  40  CFR  Part  120: 

a.  Alabama.  Water  quality  standards 
established  by  Alabama  on  May  5,  1967, 
for  interstate  waters  subject  to  its  juris¬ 
diction,  are  contained  in  the  document 
“Water  Quality  Standards  for  Waters 
of  Alabama  and  a  Plan  of  Implementa¬ 
tion,  June  1967”  as  follows: 

Water  quality  criteria  including  anti¬ 
degradation  statement  of  all  waters  of 
Alabama  adopted  July  17,  1972. 

Plan  of  implementation  for  interstate 
waters  adopted  August  21,  1972,  ap¬ 
proval  conditioned  on  additions  to  the 
implementation  of  three  named  munic¬ 
ipalities,  five  named  industries,  and 
other  violators  when  found. 

b.  Georgia.  Water  quality  standards 
established  by  Georgia  in  June,  1967,  for 
interstate  waters  subject  to  its  jurisdic¬ 
tion,  and  which  are  contained  in  the 
documents  entitled  “Establishment  of 
Water  Quality  Standards  and  Classifica¬ 
tions  for  Interstate  Waters  in  the  State 
of  Georgia  in  Compliance  with  the  Fed¬ 
eral  Water  Pollution  Control  Act,  as 
Amended  by  the  Water  Quality  Act  of 
1965 — Section  10(c)  (1) ,  Under  Authority 
of  the  Georgia  Water  Quality  Control 
Act,  Act  870,  as  amended  through  1966,” 
consisting  of  11  sections  including  criteria 
contained  in  “Rules  of  Waste  Water 
Quality  Control  Board,  chapter  730-3, 
Water  Use  Classifications  and  Water 
Quality  Standards”  adopted  by  the  State 
water  quality  control  board  on  April  21, 
1967,  and  contained  in  section  1  of  the 
aforesaid  11  sections,  together  with  ap¬ 
pendixes  and  supporting  documents. 
Chapter  730-3  retitled  “Rules  of  the  En¬ 
vironmental  Protection  Division,  Georgia 
Department  of  Natural  Resources,  Water 
Use  Classifications  and  Water  Quality 
Standards”  and  amended  on  June  15, 
1972,  to  include  revised  water  quality 
criteria  and  an  antidegradation  state¬ 
ment. 

c.  Kentucky.  WP-4-1  water  quality 
standards  for  the  waters  of  the  Com¬ 
monwealth  of  Kentucky,  July  23,  1971, 
antidegradation  statement,  March  5, 

1971,  plan  of  implementation,  Parts  I  and 
II,  July  1971,  and  WP-6-1,  “Use  Classi¬ 
fication  of  the  Waters  of  the  Common¬ 
wealth  of  Kentucky”  adopted  July  18, 

1972,  together  with  supporting  material. 

d.  Mississippi.  Water  quality  standards 
established  by  Mississippi  on  June  19, 
1967,  for  interstate  waters  subject  to  its 
jurisdiction  are  contained  in  the  docu¬ 
ment  entitled  “Water  Quality  Standards 
for  Interstate  Waters,  June  19,  1967,”  as 
amended.  Complete  water  quality  criteria 
as  part  of  Mississippi  water  quality 


standards  were  established  by  Mississippi 
on  September  26, 1972,  for  interstate  wa¬ 
ters  subject  to  its  jurisdiction  are  con¬ 
tained  in  regulation  1-67 A  “State  of  Mis¬ 
sissippi  Water  Quality  Criteria  for  In¬ 
terstate  and  Coastal  Waters.” 

e.  Ohio.  Water  quality  standards  by 
Ohio  in  June  1967,  for  interstate  waters 
subject  to  its  jurisdiction  and  which  are 
contained  in  the  following  documents: 

1.  “Report  on  Water  Quality  Stand¬ 
ards  for  Great  Miami,  Whitewater  and 
Wabash  River  Basins,  June  21,  1967,”  as 
amended:  except  for  temperature  and 
dissolved  oxygen  criteria  in  waters  classi¬ 
fied  “Aquatic  Life  A.” 

2.  “Report  on  Water  Quality  Stand¬ 
ards  for  Interstate  Waters:  Mahoning 
River,  Pymatuning  and  Yankee  Creeks, 
and  Little  Beaver  Creek,  June  1967,”  as 
amended:  except  for  the  Mahoning  River 
and  except  for  odor  criterion  for  Little 
Beaver,  Yankee,  and  Pymatuning  Creeks, 
and  except  for  temperature  and  dissolved 
oxygen  criteria  for  waters  classified 
“Aquatic  Life  A.” 

3.  “Report  on  Water  Quality  Stand¬ 
ards  for  the  Ashtabula  River,  Conneaut 
Creek,  and  Turkey  Creek,  including  In¬ 
terstate  Waters  of  Ohio-Pennsylvania, 
June  1967,”  as  amended;  except  for  tem¬ 
perature  and  dissolved  oxygen  criteria 
for  waters  classified  “Aquatic  Life  A.” 

4.  “Report  on  Water  Quality  Stand¬ 

ards  for  Interstate  Waters  of  the  Ohio 
River  between  Ohio-West  Virginia  and 
Ohio-Kentucky,  June  26,  1967,”  as 

amended;  except  for  temperature  and 
dissolved  oxygen  criteria  for  waters 
classified  “Aquatic  Life  A.” 

5.  “Report  on  Water  Quality  Stand¬ 
ards  for  the  Maumee  River  Basin  in¬ 
cluding  Interstate  Waters,  June  1967,” 
as  amended ;  except  for  temperature  and 
dissolved  oxygen  criteria  for  waters 
classified  “Aquatic  Life  A.” 

6.  “Report  on  Water  Quality  Stand¬ 
ards  for  Interstate  Waters  of  Lake  Erie, 
May  1967,"  as  amended;  except  for  tem¬ 
perature  and  dissolved  oxygen  criteria 
for  waters  classified  “Aquatic  Life  A.” 

7.  “Water  Quality  Standards  adopted 
by  the  Board  July  11,  1972,  for  the 
Mahoning  River  and  its  Tributaries  in 
Ohio.” 

3.  The  following  standards  were  sub¬ 
mitted  to  the  Environmental  Protection 
Agency  for  approval  prior  to  enactment 
of  the  1972  Amendments  and  were 
awaiting  approval  of  the  Administrator 
on  that  date: 

a.  Alaska.  The  State  of  Alaska  sub¬ 
mitted  on  October  6,  1972  a  revision  of 
its  interstate  water  quality  standards  as 
follows:  “Alaska  Administrative  Code, 
Title  18,  Chapter  70,  Water  Quality 
Standards,”  as  amended,  filed  Septem¬ 
ber  22,  1972. 

b.  Indiana.  The  State  of  Indiana  sub¬ 
mitted  on  March  13,  1972  a  revision  of 
its  interstate  water  quality  standards 
identified  as  follows:  Regulations  SPC 
4R,  7R,  and  12,  filed  February  12,  1972 
(revised  standards  for  Lake  Michigan 
Basins). 

c.  Michigan.  The  State  of  Michigan 
submitted  on  September  3,  1971  a  re¬ 
vision  of  its  interstate  water  quality 
standards  identified  as  follows:  “Inter¬ 


state  and  Intrastate  Water  Temperature 
Standards  for  the  Protection  of  Fish  and 
Aquatic  Life,”  Michigan  Water  Re¬ 
sources  Commission,  Department  of 
Natural  Resources,  State  of  Michigan, 
August  1971. 

d.  Nebraska.  The  State  of  Nebraska 
submitted  on  June  21,  1972,  a  revision  of 
its  interstate  water  quality  standards 
identified  as  follows:  “Water  Quality 
Standards  Applicable  to  Nebraska 
Waters,”  adopted  June  16,  1972. 

e.  Wisconsin.  The  State  of  Wisconsin 
submitted  a  revision  of  its  interstate 
water  quality  standards  identified  as  fol¬ 
lows:  Wisconsin  Administrative  Code 
section  NR  102.04,  registered  January 
1972  (Lake  Michigan  thermal  stand¬ 
ards)  . 

Part  B — Intrastate  Water  Quality 

Standards  Submitted  by  States  Pur¬ 
suant  to  Section  303(a)(2)  of  the 

Act 

The  listing  set  forth  below  indicates 
the  States  which  have  made  submissions 
to  the  Environmental  Protection  Agency 
under  section  303(a)(2)  of  the  Act  and 
briefly  describes  the  standards  covered 
by  such  submissions  as  described  by  the 
State.  For  each  State,  the  listing  also 
includes  the  date  of  the  State’s  submis¬ 
sion  and  the  date  by  which  the  regional 
administrator  must  specify  required 
changes  pursuant  to  section  303.  These 
two  dates  appear  at  the  end  of  each  State 
listing  and  are  denoted  as  follows : 
“Submission  date:  *  *  *”  and  “EPA 
changes:  *  *  *.” 

1.  Alabama.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Ala¬ 
bama.  The  State  has  also  submitted  use 
classifications  for  the  Warrior  River, 
adopted  by  the  Alabama  Water  Improve¬ 
ment  Commission  on  April  18,  1969,  and 
use  classifications  for  tributaries  of  the 
Warrior  River  and  for  the  Cahaba  River 
Basin,  adopted  October  16,  1972.  Sub¬ 
mission  date:  10-27-72.  EPA  changes: 

2- 26-73. 

2.  American  Samoa.  The  document  en¬ 
titled  “Water  Quality  Standards  for  the 
Territory  of  American  Samoa  (Septem¬ 
ber  1972)”  was  submitted  by  the  Terri¬ 
tory  of  American  Samoa.  Submission 
date:  11-16-72;  EPA  changes:  3-16-73. 

3.  Alaska.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Alaska. 
Submission  date:  11-16-72;  EPA 
changes:  3-16-73. 

4.  Arizona.  The  document  identified 
under  Part  A  above  also  applies  to  intra¬ 
state  waters  within  the  State  of  Arizona. 
Submission  date:  11-2-72;  EPA  changes: 

3- 2-73. 

5.  Arkansas.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Arkan¬ 
sas.  The  following  document  was  also 
submitted  by  the  State  with  respect  to  in¬ 
trastate  waters:  “Amendment  to  Depart¬ 
ment  Regulation  No.  2,  March  26,  1971” 
(regulation  establishing  water  quality 
criteria  for  interstate  and  Intrastate 
streams).  Submission  date:  11-10-72; 
EPA  changes:  3-12-73. 
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6.  California.  The  State  of  California 
submitted  the  following  documents  with 
respect  to  intrastate  waters  within  that 
State:  Thirteen  separate  “Water  Quality 
Control  Plans  (Interim),”  dated  June 
1971,  and  entitled: 

a.  Water  Quality  Control  Plan  (In¬ 
terim),  Klamath  River,  Basin  1A,  June 
1971. 

b.  Water  Quality  Control  Plan  (In¬ 
terim),  North  Coastal,  Basin  IB,  June 
1971. 

c.  Water  Quality  Control  Plan  (In¬ 
terim)  ,  San  Francisco  Bay,  Basin  2,  June 
1971. 

d.  Water  Quality  Control  Plan  (In¬ 
terim),  Central  Coastal,  Basin  3,  June 
1971. 

e.  Water  Quality  Control  Plan  (In¬ 
terim)  ,  Santa  Clara  River,  Basin  4A,  and 
Los  Angeles  River,  Basin  4B,  June  1971. 

f.  Water  Quality  Control  Plan  (In¬ 
terim),  Central  Valley,  Sacramento 
River,  Basin  5A,  and  Sacramento-San 
Joaquin  Delta,  Basin  5B,  June  1971. 

g.  Water  Quality  Control  Plan  (In¬ 
terim),  Central  Valley,  San  Joaquin 
River.  Basin  5C,  and  Tulare  Lake,  Basin 
5D,  June  1971. 

h.  Water  Quality  Control  Plan  (In¬ 
terim),  North  Lahontan,  Basin  6A,  June 
1971. 

i.  Water  Quality  Contol  Plan  (In¬ 
terim)  ,  South  Lahontan,  Basin  6B,  June 
1971. 

j.  Water  Quality  Control  Plan  (In¬ 
terim),  West  Colorado  River,  Basin  7 A, 
June  1971. 

k.  Water  Quality  Control  Plan  (In¬ 
terim),  East  Colorado  River,  Basin  7B, 
June  1971. 

l.  Water  Quality  Control  Plan  (In¬ 
terim),  Santa  Ana  River,  Basin  8,  June 
1971. 

m.  Water  Quality  Control  Plan  (In¬ 
terim),  San  Diego,  Basin  9.  June  1971. 

Submission  date:  11-8-72;  EPA 
changes:  3-8-73. 

7.  Colorado.  The  document  identified 
under  Part  A  above  also  applies  to  intra¬ 
state  waters  within  the  State  of  Colorado. 
Submission  date :  11-6-72;  EPA  changes: 
3-6-73. 

8.  Connecticut.  The  documents  iden¬ 
tified  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of 
Connecticut.  Submission  date:  11-7-72; 
EPA  changes:  3-7-73. 

9.  Delaware.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Dela¬ 
ware.  Submission  date:  11-15-72;  EPA 
changes:  3-15-73. 

10.  Florida.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Florida. 
Submission  date;  11-13-72;  EPA 
changes:  3-13-73. 

11.  Georgia.  The  documents  identi¬ 
fied  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of 
Georgia.  Submission  date:  11-15-72; 
EPA  changes:  3-15-73. 

12.  Territory  of  Guam.  The  documents 
identified  in  Part  A  above  also  apply  to 
intrastate  waters  within  the  Territory  of 
Guam.  Submission  date:  11-9-72;  EPA 
changes:  3-9-73. 


13.  Hawaii.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Hawaii. 
Submission  date:  11-14-72;  EPA 
changes:  3-14-73. 

14.  Idaho.  The  State  of  Idaho  submit¬ 
ted  the  following  documents  with  respect 
to  intrastate  waters  within  that  State: 
“Rules  and  Regulations  for  the  Estab¬ 
lishment  of  Standards  of  Water  Quality 
and  for  Wastewater  Treatment  Require¬ 
ments  for  Waters  of  the  State  of  Idaho, 
Idaho  State  Board  of  Health,  September 
1968.  as  amended.”  Submission  date: 
11-8-72;  EPA  changes:  3-8-73. 

15.  Illinois.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Illinois. 
Submission  date:  11-16-72;  EPA 
changes:  3-16-73. 

16.  Indiana.  The  documents  identified 

under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Indiana. 
Submission  date:  11—2—72;  EPA 

changes:  3-2-73. 

17.  Iowa.  The  documents  identified  un¬ 
der  Part  A  above  also  apply  to  intrastate 
waters  within  the  State  of  Iowa.  Sub¬ 
mission  date:  11-1-72;  EPA  changes: 
3-1-73. 

18.  Kansas.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Kansas. 
Submission  date:  11-16-72;  EPA 
changes:  3-6-73. 

19.  Kentucky.  The  documents  identi¬ 
fied  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  Common¬ 
wealth  of  Kentucky.  Submission  date: 
11-22-72;  EPA  changes:  3-22-73. 

20.  Louisiana.  The  documents  identi¬ 
fied  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of 
Louisiana.  Submission  date:  11-8-72; 
EPA  changes:  3-8-73. 

21.  Maine.  The  submission  of  the  State 
of  Maine  indicates  that  standards  with 
respect  to  intrastate  waters  are  set  forth 
in  Title  38,  Maine  Revised  Statutes  An¬ 
notated  §§  363-364,  368-369,  and  370- 
371.  Submission  date:  11-13-72;  EPA 
changes:  3-13-73. 

22.  Maryland.  The  documents  identi¬ 
fied  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of 
Maryland.  Submission  date:  11-14-72; 
EPA  changes:  3-14-73. 

23.  Massachusetts.  The  documents 
identified  under  Part  A  above  also  apply 
to  intrastate  waters  within  the  Com¬ 
monwealth  of  Massachusetts.  Submis¬ 
sion  date:  11-30-72;  EPA  changes: 
3-30-73. 

24.  Michigan.  The  State  of  Michigan 
submitted  the  following  documents  with 
respect  to  intrastate  waters  within  that 
State:  “Use  Designations  for  Michigan 
Intrastate  Water  Quality  Standards,” 
adopted  January  4,  1968;  “Interstate 
and  Intrastate  Water  Temperature 
Standards  for  Protection  of  Fish  and 
Aquatic  Life,”  adopted  August  1971; 
“Water  Use  Designation  Areas  for 
Michigan’s  Intrastate  Water  Quality 
Standards  for  Upper  Peninsula  Waters 
Previously  Exempted,”  adopted  Novem¬ 
ber  19,  1969;  and  changes  in  the  use 
designations  for  certain  waters  as  re¬ 


flected  in  minutes  of  meetings  of  the 
Michigan  Water  Resources  Commission 
dated  May  20-21,  1970  (Ford  Lake), 
July  23-24,  1970  (C.  S.  Mott  Lake)  and 
October  15-16,  1970  (Tittabawassee 

River).  Submission  date:  11-8-72;  EPA 
changes:  3-8-73. 

25.  Minnesota.  The  State  of  Minne¬ 
sota  submitted  the  following  documents 
with  respect  to  intrastate  waters  within 
that  State: 

a.  WPC  1 — Classification  and  stand¬ 
ards  for  the  Mississippi  River  and  trib¬ 
utaries  from  the  Rum  River  to  the  Upper 
Lock  and  Dam  at  St.  Anthony  Falls. 

b.  WPC  2 — Classification  and  stand¬ 
ards  for  the  Mississippi  River  and  tribu¬ 
taries  from  the  Upper  Lock  and  Dam  at 
St.  Anthony  Falls  to  the  outfall  of  the 
Minneapolis-St.  Paul  Sanitary  District 
Sewage  Treatment  Plant. 

c.  WPC  5 — Classification  and  stand¬ 
ards  for  the  Minnesota  River  and  tribu¬ 
tary  waters  from  Carver  Rapids  to  the 
outlet  of  Reilly  Creek  and  Grass  Lake 
below  Shakopee,  Zone  36-22.4. 

d.  WPC  6 — Classification  and  stand¬ 
ards  for  the  Minnesota  River  and  tribu¬ 
tary  waters  from  the  outlet  of  Reilly 
(Terrell)  Creek  and  Grass  Lake  below 
Shakopee  to  the  junction  with  the 
Mississippi  River  at  Fort  Snelling,  Zone 
22.4-0. 

e.  WPC  7 — Classification  and  stand¬ 
ards  for  Reilly  (Terrell)  Creek,  Bluff 
Creek,  the  Chaska  Creeks,  Spring  Creek, 
Carver  Creek,  and  Sand  Creek  and  trib¬ 
utary  waters. 

f.  WPC  8 — Classification  and  stand¬ 
ards  for  Eagle  Creek  and  Purgatory 
Creek  and  tributary  waters. 

g.  WPC  9 — Classification  and  stand¬ 
ards  for  Nine  Mile  Creek  and  the  Credit 
River  and  tributary  waters. 

h.  WPC  10 — Classification  and  estab¬ 
lishment  of  standards  of  water  quality 
and  purity  for  the  Red  River  of  the 
North,  the  Otter  Tail  River  from  Fergus 
Falls  to  the  mouth,  and  the  Red  Lake 
River  from  Crooks  ton  to  the  mouth. 

i.  WPC  14 — Criteria  for  the  classifi¬ 
cation  of  the  intrastate  waters  of  the 
State  and  the  establishment  of  the 
standards  of  quality  and  purity. 

j.  WPC  16— Classification  and  estab¬ 
lishment  of  standards  of  water  quality 
and  purity  for  Anderson  Creek,  Big  Sil¬ 
ver  Creek,  the  Blackhoof  River,  Canu- 
trup  Creek  (and  Mary  Brook),  Clear 
Creek,  Deer  Creek,  the  Little  Net  River, 
North  Fork  Creek,  Skunk  Creek,  State¬ 
line  Creek,  and  Stony  Brook,  Carlton 
and  Pine  Counties. 

k.  WPC  17 — Classification  and  estab¬ 
lishment  of  standards  of  water  quality 
and  purity  for  the  Nemadji  River  Sys¬ 
tem,  Carlton  and  Pine  Counties  (except 
waters  included  in  WPC  16) . 

l.  WPC  23 — Standards  of  quality  and 
purity  for  effluents  discharged  to  intra¬ 
state  waters. 

m.  WPC  27 — Effluent  standards  for 
disposal  systems  discharging  to  the  in¬ 
trastate  waters  of  the  Lake  Superior 
Basin,  and  to  the  interstate  waters  of 
Lake  St.  Croix. 

n.  SW  51 — Applicability,  definitions 
and  general  conditions  for  handling 
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storage,  transportation,  and  disposal 
of  animal  wastes,  severability,  and 
variances. 

o.  SW  52 — Storage  transportation  and 
disposal  of  animal  wastes. 

p.  SW  53 — Registration,  permit  Is¬ 
suance,  denial,  and  revocation. 

q.  SW  54 — Location  requirements  for 
livestock  feedlots,  poultry  lots,  and  other 
animal  lots. 

r.  SW  55 — Nonconforming  feedlots. 

Submission  date:  11-10-72;  EPA 

changes:  3-12-73. 

26.  Mississippi.  Hie  following  docu¬ 
ment  was  submitted  by  the  State  of 
Mississippi  with  respect  to  intrastate 
waters  within  that  State:  “Water  Qual¬ 
ity  Criteria  for  Intrastate  Waters”  (Reg. 
WPC-3-70) ,  adopted  October  27,  1970, 
revised  November  14,  1972.  Submission 
date:  11-17-72^  EPA  changes:  3-19-73. 

27.  Missouri.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Mis¬ 
souri.  Submission  date:  10-30-72;  EPA 
changes:  2-27-73. 

28.  Montana.  The  State  of  Montana 
submitted  the  following  documents  with 
respect  to  intrastate  waters  within  that 
State:  “Water  Quality  Criteria,”  “Water 
Use  Classifications,”  and  “Policy  State¬ 
ments,”  adopted  by  the  Montana  Water 
Pollution  Control  Council,  October  6, 
1971.  Submission  date:  11-10-72;  EPA 
changes:  3-12-73. 

29.  Nevada.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  for  the  Las  Vegas  drainage 
basin.  Water  quality  standards  for  cer¬ 
tain  principal  intrastate  streams  were 
adopted  by  the  Nevada  Commission  of 
Environmental  Protection  on  November 
14,  1972,  and  are  to  be  submitted  to  the 
Environmental  Protection  Agency  by 
April  16. 1973,  pursuant  to  section  303(a) 

(3)  of  the  Act.  Submission  date:  11-16- 
72;  EPA  changes:  3-16-73. 

30.  Nebraska.  The  documents  identi¬ 
fied  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of 
Nebraska.  Submission  date:  11-6-72; 
EPA  changes:  3-6-73. 

31.  New  Hampshire.  The  documents 
identified  under  Part  A  above  also  apply 
to  intrastate  waters  within  the  State  of 
New  Hampshire.  Submission  date:  11- 

10- 72;  EPA  changes:  3-12-73. 

32.  New  Jersey.  The  documents  identi¬ 
fied  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of  New 
Jersey.  Submission  date:  11-8-72;  EPA 
changes:  3-8-73. 

33.  New  Mexico.  The  State  of  New 
Mexico  submitted  the  following  docu¬ 
ment  with  respect  to  intrastate  waters 
within  that  State:  “New  Mexico  Water 
Quality  Standards  for  Intrastate  Waters 
and  Tributaries  to  Interstate  Streams,” 
adopted  June  30,  1970.  Submission  date: 

11- 17-72;  EPA  changes:  3-19-73. 

34.  New  York.  The  documents  identi¬ 
fied  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of 
New  York.  The  following  additional 
documents  were  submitted  by  the  State 
with  respect  to  intrastate  waters:  Vol¬ 
umes  B  through  P  of  the  “Official  Com¬ 
pilation  Codes,  Rules  and  Regulations  of 
the  State  of  New  York,  6  Conservation,” 


containing  classifications  of  all  waters 
within  the  State.  Submission  date:  11- 
13-72;  EPA  changes:  3-13-73. 

35.  North  Carolina.  The  standards 
identified  under  Part  A  above  also  apply 
to  intrastate  waters  within  the  State  of 
North  Carolina.  Submission  date:  11-15- 
72;  EPA  changes:  3-15-73. 

36.  North  Dakota.  The  documents 
identified  under  Part  A  above  also  apply 
to  intrastate  waters  within  the  State  of 
North  Dakota.  Submission  date:  11-13- 
72;  EPA  changes:  3-13-73. 

37.  Ohio.  The  State  of  Ohio  submitted 
the  following  document  with  respect  to 
intrastate  waters  within  that  State: 
“Resolution  Establishing  Amended  Cri¬ 
teria  of  Stream-Water  Quality  for  Vari¬ 
ous  Uses  Adopted  by  the  Board  on 
March  14,  1972.”  Submission  date:  11- 

15- 72;  EPA  changes:  3-15-73. 

38.  Oklahoma.  The  document  identi¬ 
fied  under  Part  A  above  also  applies  to 
intrastate  waters  within  the  State  of 
Oklahoma.  The  following  additional  doc¬ 
uments  were  submitted  by  the  State  with 
respect  to  intrastate  waters:  Amend¬ 
ments  to  Oklahoma  water  quality  stand¬ 
ards  adopted  by  the  Pollution  Control 
Coordinating  Board,  November  12,  1969, 
and  May  10,  1971.  Submission  date:  11- 
17-72;  EPA  changes:  3-19-73. 

39.  Oregon.  The  State  of  Oregon  sub¬ 

mitted  the  following  document  with  re¬ 
spect  to  intrastate  waters  within  that 
State:  “State  of  Oregon  Department  of 
Environmental  Quality  Regulations  Re¬ 
lating  to  Water  Quality  Control  in  Ore¬ 
gon”  as  set  forth  in  certain  sections  of 
the  Oregon  Administrative  Rules,  Chap¬ 
ter  340  [§§  41-005.  41-010,  41-015,  41- 
020,  41-022,  41-025,  41-030,  41-080 

through  1051.  Submission  date:  11-13- 
72;  EPA  changes:  3-13-73. 

40.  Pennsylvania.  The  submission  by 
the  Commonwealth  of  Pennsylvania  in¬ 
cluded  documents  with  respect  to  intra¬ 
state  waters  which  are  set  forth  in 
“Chapter  93,  Water  Quality  Criteria,  De¬ 
partment  of  Environmental  Resources, 
Rules  and  Regulations.”  Standards  for 
10  of  24  subbasin  areas  were  established 
prior  to  October  18,  1972.  The  State 
plans  to  submit  additional  standards  to 
the  Environmental  Protection  Agency 
pursuant  to  section  303(a)  (3)  of  the  Act 
by  April  16,  1972.  Submission  date:  11- 

16- 72;  EPA  changes:  3-16-73. 

41.  Rhode  Island.  The  documents  iden¬ 
tified  under  Part  A  above  also  apply  to 
intrastate  waters  within  the  State  of 
Rhode  Island.  Submission  date:  11-6- 
72;  EPA  changes:  3-6-73. 

42.  South  Carolina.  The  documents 
identified  under  Part  A  above  also  ap¬ 
ply  to  intrastate  waters  within  the  State 
of  South  Carolina.  The  following  addi¬ 
tional  document  was  submitted  by  the 
State  with  respect  to  intrastate  waters: 
“Stream  Classifications  for  the  State  of 
South  Carolina”  setting  forth  classifica¬ 
tions  adopted  prior  to  October  18,  1972. 
Submission  date:  11-17-72;  EPA 
changes:  3-19-73. 

43.  South  Dakota.  The  document  iden¬ 
tified  under  Part  A  above  also  applies  to 
intrastate  waters  within  the  State  of 
South  Dakota.  Submission  date:  11-13- 
72;  EPA  changes:  3-13-73. 


44.  Tennessee.  The  State  of  Tennessee 
submitted  the  following  document  with 
respect  to  intrastate  waters  within  that 
State:  “Tennessee’s  Water  Quality  Cri¬ 
teria  and  Stream  Use  Classifications  for 
Interstate  and  Intrastate  Streams,” 
adopted  June  2,  1972.  Submission  date: 
11-14-72;  EPA  changes:  3-14-73. 

45.  Texas.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  State  of  Texas. 
Submission  date:  11-14-72;  EPA 
changes:  3-14-73. 

46.  Utah.  The  following  documents 
were  submitted  by  the  State  of  Utah  with 
respect  to  intrastate  waters  within  that 
State: 

a.  Order  of  the  water  pollution  com¬ 
mittee  and  the  Utah  State  Board  of 
Health  dated  June  23,  1972,  “In  the  Mat¬ 
ter  of  Classifying  all  Surface  Waters  in 
the  State  of  Utah  not  Previously  Classi¬ 
fied.” 

b.  Order  of  the  Utah  water  pollution 
committee  and  the  Utah  State  Board  of 
Health  dated  June  23,  1972,  “In  the  Mat¬ 
ter  of  the  Implementation  of  the  Clas¬ 
sification  of  all  Surface  Waters  in  the 
State  of  Utah  not  Previously  Classified.” 

c.  Part  II  of  the  Utah  code  of  waste 
disposal  regulations  titled  “Standards  of 
Quality  for  Waters  of  the  State.” 

Submission  date:  11-8-72;  EPA 
changes:  3-8-73. 

47.  Vermont.  The  following  documents 
were  submitted  by  the  State  of  Vermont 
with  respect  to  intrastate  waters  within 
that  State: 

a.  “Regulations  Governing  Water  Clas¬ 
sification  and  Control  of  Quality,” 
adopted  by  Vermont  water  resources 
board  on  May  27, 1971. 

b.  “Title  10,  Vermont  Statutes  An¬ 
notated,  Chapter  33,  Water  Pollution 
Control.”  (In  particular,  section  903 
regarding  classification.) 

c.  Intrastate  basin  classification  maps 
as  adopted  by  the  water  resources  board 
in  formal  classification  procedures  on 
dates  indicated. 

(1)  Nulhegan  River,  April  30, 1954,  map 
not  available,  all  waters  designated 
Class  B. 

(2)  Paul  and  Willard  Stream,  April  30, 
1954,  map  not  available,  all  waters  desig¬ 
nated  Class  B. 

(3)  Lamoille  River,  sheets  1  and  2, 
February  13, 1970. 

(4)  Winooski  River,  lower,  June  9, 
1969;  middle.  May  14,  1963;  upper,  Feb¬ 
ruary  5,  1958;  Stevens  Branch,  August  7, 
1962. 

(5)  Wells  River,  January  22,  1958. 

(6)  Waits  River,  February  19,  1960. 

(7)  LaPlatte  River,  March  14,  1958. 

(8)  Lewis  and  Little  Otter  Creek  (Lake 
Champlain),  March  21,  1968. 

(9)  Upper  Otter  Creek,  February  19, 
1961. 

(10)  Lower  Otter  Creek,  November  13, 
1961. 

(11)  Ottauquechee  River,  November  16, 
1967. 

(12)  Mill  Brook  (lower  Connecticut 
River) ,  March  21, 1968. 

(13)  Black  River,  March  30,  1966. 

d.  Intrastate  river  basins  not  formally 
classified  by  water  resources  board.  These 
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basins  all  designated  as  Class  B  waters  as 
of  July  1,  1971  pursuant  to  10  V.S.A.  903. 

e.  Compilation  of  those  waters  con¬ 
sidered  by  the  Vermont  Department  of 
Health  to  be  Class  A  waters  by  virtue  of 
their  use  as  public  water  supplies  pursu¬ 
ant  to  10  V.S.A.,  903(a). 

f.  Compilation  of  the  Vermont  permit 
system  inventory  report  for  all  intrastate 
waters  which  indicates  known  dis¬ 
chargers,  status,  and  implementation 
dates  authorized  by  current  permit 
program. 

Submission  date:  11-17-72;  EPA 
changes:  3-19-73. 

48.  Virginia.  The  documents  identified 
under  Part  A  above  also  apply  to  intra¬ 
state  waters  within  the  Commonwealth 
of  Virginia.  The  following  additional 
document  was  submitted  by  the  State 
with  respect  to  intrastate  waters:  Un¬ 
dated  “Addendum”  to  water  quality 
standards  setting  forth  reclassifications 
of  certain  intrastate  waters  (Phillips 
Creek,  Shoemaker  River  and  Lake  Mon- 
ticello  reclassified  to  primary  contact  rec¬ 
reation  ;  Appomattox  River  and  Opossum 
Creek  reclassified  to  public  water  sup¬ 
plies).  Submission  date:  11-3-72;  EPA 
changes:  3-5-73. 

49.  Washington.  The  following  docu¬ 
ment  was  submitted  by  the  State  of 
Washington  with  respect  to  intrastate 
waters  within  that  State:  “Regulation 
Regarding  Water  Quality  for  Intrastate 
Waters  of  the  State  of  Washington  and 
a  Pla*.  for  Implementation  of  Such 
Standards”,  adopted  January  1,  1970, 
Chapter  372-64,  Washington  Adminis¬ 
trative  Code.  Submission  date:  11-14-72; 
EPA  changes:  3-14-73. 

50.  West  Virginia.  The  documents 
identified  under  Part  A  above  also  apply 
to  intrastate  waters  within  the  State  of 
West  Virginia.  Submission  date:  11-8- 
72;  EPA  changes:  3-8-73. 

51.  Wisconsin.  The  State  of  Wisconsin 
submitted  the  following  documents  with 
respect  to  intrastate  waters  within  that 
State:  “Water  Quality  Standards  for 
Interstate  Waters”,  and  “Intrastate 
Water  Quality  Standards  and  Use 
Classifications,”  Wisconsin  Administra¬ 
tive  Code,  Chapters  NR  102  and  104. 
Submission  date :  11-2-72;  EPA  changes: 
3-2-73. 

Dated:  December  22, 1972. 

William  D.  Ruckelshaus, 
Administrator. 

Appendix  A 

ENVIRONMENTAL  PROTECTION  AGENCY — 
REGIONAL  OFFICES 

Region  I — John  P  .  Kennedy  Building, 
Boston,  Mass.  02203:  Maine,  New  Hampshire, 
Connecticut,  Massachusetts,  Rhode  Island, 
Vermont. 

Region  II — 26  Federal  Plaza,  New  York, 
N.Y.  10007:  New  York,  Puerto  Rico,  New 
Jersey,  Virgin  Islands. 

Region  III — Sixth  and  Walnut  Streets, 
Curtis  Building,  Philadelphia,  Pa.  19106: 
Pennsylvania,  Maryland,  West  Virginia,  Dela¬ 
ware,  Virginia,  District  of  Columbia. 

Region  IV — 1421  Peachtree  Street  NE.,  At¬ 
lanta,  GA  30309:  Kentucky,  North  Carolina, 
South  Carolina,  Mississippi,  Tennessee,  Ala¬ 
bama,  Florida,  Georgia. 


Region  V — 1  North  Wacker  Drive,  Chi¬ 
cago,  IL  60606:  Minnesota,  Michigan,  Indi¬ 
ana,  Wisconsin,  Illinois,  Ohio. 

Region  VI — 1600  Patterson  Street,  Dallas, 
TX  75201 :  New  Mexico,  Arkansas,  Texas,  Ok¬ 
lahoma,  Louisiana. 

Region  VII — 1735  Baltimore  Avenue,  Kan¬ 
sas  City,  MO  64108:  Nebraska,  Kansas,  Iowa, 

Missouri. 

Region  VIII — 1860  Lincoln  Street,  Denver, 
CO  80203:  Montana,  Wyoming,  Utah,  North 
Dakota,  South  Dakota,  Colorado. 

Region  IX — 100  California  Street,  San 
Francisco,  CA  94111:  California,  Arizona, 
Guam.  American  Samoa,  Hawaii,  Nevada, 
Trust  Territory  of  the  Pacific  Islands. 

Region  X — 1200  Sixth  Avenue,  Seattle,  WA 
98101:  Alaska,  Idaho,  Oregon,  Washington. 

IFR  Doc.72-22334  Filed  12-28-72:8:47  am) 


FEDERAL  POWER  COMMISSION 

NATIONAL  POWER  SURVEY  TECHNI¬ 
CAL  ADVISORY  COMMITTEE  ON 

CONSERVATION  OF  ENERGY 

Agenda  of  Meeting 

Meeting  of  the  Technical  Advisory 
Committee  on  Conservation  of  Energy  to 
be  held  at  the  Federal  Power  Commis¬ 
sion  Offices,  441  G  Street  NW.,  Washing¬ 
ton,  DC,  9:30  a.m.,  January  8,  1973, 
Room  2043. 

1.  Meeting  called  to  order  by  FPC  Staff 
Representative. 

2.  Objectives  and  Purposes  of  the 
Meeting. 

A.  Introductory  remarks  by  Chairman 
Bruce  Netschert. 

B.  Discussion  of  Proposed  NPS  Guide¬ 
lines. 

C.  Division  of  responsibility  among 
Task  Forces. 

D.  Task  Force  operating  procedures. 

E.  Other  business. 

F.  Date  of  next  meeting. 

3.  Adjournment. 

This  meeting  is  open  to  the  public.  Any 
interested  person  may  attend,  appear 
before,  or  file  statements  with  the  com¬ 
mittee — which  statements,  if  in  written 
form,  may  be  filed  before  or  after  the 
meeting,  or,  if  oral,  at  the  time  and  in  the 
manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72-22365  Filed  12-28-72; 8: 48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 
CONSERVATION  OF  ENERGY- 
TASK  FORCE  ON  ENVIRONMENTAL 
ASPECTS 

Agenda  of  Meeting 

Meeting — to  be  held  at  the  Federal 
Power  Commission  Offices,  1425  K  Street 
NW.,  Washington,  DC,  1:30  pm.,  Janu¬ 
ary  8,  1973,  Room  785. 

1.  Meeting  called  to  order  by  FPC 
Staff  Representative. 

2.  Objectives  and  purposes  of  meeting. 

A.  Introductory  remarks  by  Chairman 

Lawrence  I.  Moss. 


B.  Progress  reports  on  Task  Force 
assignments. 

C.  Other  business. 

D.  Date  of  next  meeting. 

3.  Adjournment. 

This  meeting  is  open  to  the  public.  Any 
Interested  person  may  attend,  appear 
before,  or  file  statements  with  the  com¬ 
mittee— which  statements,  if  in  written 
form,  may  be  filed  before  or  after  the 
meeting,  or,  if  oral,  at  the  time  and  in 
the  manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc. 72-223 58  Filed  12-28-72:8:48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

CONSERVATION  Oh>  ENERGY- 

TASK  FORCE  ON  PRACTICES  AND 

STANDARDS 

Agenda  of  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  Offices,  1425  K  Street 
NW.,  Washington,  DC,  1:30  p.m.,  Janu- 
uary  8, 1973,  Room  800. 

1.  Meeting  called  to  order  by  FPC 
Staff  Representative. 

2.  Objectives  and  purposes  of  meeting. 

A.  Introductory  remarks  by  Chairman 
Charles  A.  Berg. 

B.  Progress  reports  on  Task  Force 
assignments. 

C.  Other  business. 

D.  Date  of  next  meeting. 

3.  Adjournment. 

This  meeting  is  open  to  the  public.  Any 
interested  person  may  attend,  appear  be¬ 
fore,  or  file  statements  with  the  commit¬ 
tee — which  statements,  if  in  written 
form,  may  be  filed  before  or  after  the 
meeting,  or,  if  oral,  at  the  time  and  in 
the  manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72-22364  Filed  12-28-72:8:48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

CONSERVATION  OF  ENERGY- 

TASK  FORCE  ON  TECHNICAL 
ASPECTS 

Agenda  of  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  offices,  1425  K  Street 
NW.,  Washington,  DC,  1:30  p.m.,  Jan¬ 
uary  8,  1973,  Room  859. 

1.  Meeting  called  to  order  by  FPC  staff 
representative. 

2.  Objectives  and  purposes  of  meeting. 

A.  Introductory  remarks  by  Chairman 
David  C.  White. 

B.  Progress  reports  on  Task  Force  as¬ 
signments. 

C.  Other  business. 

D.  Date  of  next  meeting. 

3.  Adjournment. 

This  meeting  is  open  to  the  public. 
Any  interested  person  may  attend,  ap¬ 
pear  before,  or  file  statements  with  the 
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committee — which  statements,  if  in 
written  form,  may  be  filed  before  or  after 
the  meeting,  or,  if  oral,  at  the  time  and 
in  the  manner  permitted  by  the  com¬ 
mittee. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72-22366  Filed  12-28-72; 8: 48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

RESEARCH  AND  DEVELOPMENT 

Agenda  of  Third  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  offices,  441  G  Street 
NW.,  Washington,  DC,  8:30  a.m.,  Jan¬ 
uary  9,  1973,  Rooih  2043. 

1.  Meeting  called  to  order  by  FPC  co¬ 
ordinating  representative. 

2.  Objectives  and  purposes  of  meeting : 

A.  Approval  of  minutes  of  November 
20  meeting. 

B.  Reports  of  task  force  meetings. 

C.  Discussion  of  conservation-related 
R.&D. 

D.  Discussion/identiflcation  of  key 
electric  power  research  issues  on  which 
the  committee  should  attempt  to  provide 
recommendations . 

E.  Discussion  and  selection  of  specific 
committee  work  objectives  and  a  work 
plan. 

F.  Clarification  of  interfaces  between 
task  forces. 

G.  Other  business. 

H.  Date  of  next  meeting. 

3.  Adjournment. 

This  meeting  is  open  to  the  public.  Any 
interested  person  may  attend,  appear  be¬ 
fore,  or  file  statements  with  the  com¬ 
mittee — which  statements,  if  in  written 
form,  may  be  filed  before  or  after  the 
meeting,  or,  if  oral,  at  the  time  and  in 
the  manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

(FR  Doc.72-22359  Filed  12-28-72; 8: 48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

RESEARCH  AND  DEVELOPMENT- 

TASK  FORCE  ON  ENERGY  CON¬ 
VERSION  RESEARCH 

Agenda  of  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  offices,  441  G  Street 
NW,  Washington,  DC,  9  a.m.,  January  8, 
1973,  Room  2106. 

1.  Meeting  called  to  order  by  FPC  co¬ 
ordinating  representative. 

2.  Objectives  and  purposes  of  meeting: 

A.  Discussion  of  purpose  and  goals  of 
task  force. 

B.  Current  priority  of  energy  R.  &  D. 
projects. 

C.  Discussion  of  criteria  for  use  in 
evaluating  energy  conversion  projects  for 
R.  &  D.  support. 

D.  Criteria  for  support  of  energy  con¬ 
version  R.  &  D. 

E.  Work  plan  and  future  meetings 
schedule. 


F.  Other  business. 

3.  Adjournment. 

This  meeting  is  open  to  the  public. 
Any  interested  person  may  attend,  ap¬ 
pear  before,  or  file  statements  with  the 
committee — which  statements,  if  in  writ¬ 
ten  form,  may  be  filed  before  or  after 
the  meeting  or,  if  oral,  at  the  time  and  in 
the  manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

(FR  Doc.72-22362  Filed  12-28-72:8:48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

RESEARCH  AND  DEVELOPMENT- 

TASK  FORCE  ON  ENERGY  DISTRI¬ 
BUTION  RESEARCH 

Agenda  of  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  offices,  441  G  Street 
NW,  Washington,  DC,  10  a.m.,  January  8, 
1973,  Room  4535. 

1.  Meeting  called  to  order  by  FPC  co¬ 
ordinating  representative. 

2.  Objectives  and  purposes  of  meeting. 

A.  Discussion  of  task  force  objectives. 

B.  Review  of  previous  work. 

C.  Work  plan  and  assignments. 

D.  Discussion  of  consultant  services. 

E.  Other  business. 

F.  Date  of  next  meeting. 

3.  Adjournment. 

This  meeting  is  open  to  the  public.  Any 
interested  person  may  attend,  appear  be¬ 
fore.  or  file  statements  with  the  com¬ 
mittee — which  statements,  if  in  written 
form,  may  be  filed  before  or  after  the 
meeting,  or,  if  oral,  at  the  time  and  in  the 
manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

|FR  Doc.72-22363  Filed  12-28-72;8:48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

RESEARCH  AND  DEVELOPMENT- 

TASK  FORCE  ON  ENERGY  SOURCES 

RESEARCH 

Agenda  of  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  offices,  441  G  Street 
NW.,  Washington,  DC,  1  p.m.,  January 
8,  1973,  Room  2106. 

1.  Meeting  called  to  order  by  FPC  co¬ 
ordinating  representative. 

2.  Objectives  and  purposes  of  meeting. 

A.  National  Power  Survey  Task  Force 
assignments — Mr.  Milbourn. 

B.  Energy  resources  research  objec¬ 
tives. 

C.  Work  plan  for  the  task  force. 

D.  Other  business. 

E.  Schedule  of  future  meetings. 

3.  Adjournment. 

This  meeting  is  open  to  the  public.  Any 
interested  person  may  attend,  appear  be¬ 
fore,  or  file  statements  with  the  commit¬ 
tee — which  statements.  If  in  written 
form,  may  be  filed  before  or  after  the 


meeting,  or,  if  oral,  at  the  time  and  in  the 
manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

(FR  Doc.72-22361  Filed  12-28-72;8:48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

RESEARCH  AND  DEVELOPMENT- 

TASK  FORCE  ON  ENERGY  SYSTEMS 

RESEARCH 

Agenda  of  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  offices,  441  G  Street 
NW.,  Washington,  DC,  1  p.m.,  January  8, 
1973,  Room  2043. 

1.  Meeting  called  to  order  by  FPC  co¬ 
ordinating  representative. 

2.  Objectives  and  purposes  of  meeting. 

A.  Discussions  of  objectives  of  re¬ 
search  and  development  committee. 

B.  Discussions  of  objectives  of  energy 
systems  research  task  force. 

C.  Coordination  with  other  commit¬ 
tees  and  task  forces. 

D.  Staff  support. 

E.  Other  business. 

F.  Schedule  of  future  meetings. 

3.  Adjournment. 

This  meeting  is  open  to  the  public.  Any 
interested  person  may  attend,  appear  be¬ 
fore,  or  file  statements  with  the  commit¬ 
tee — which  statements,  if  in  written 
form,  may  be  filed  before  or  after  the 
meeting,  or,  if  oral,  at  the  time  and  in  the 
manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72  22360  Filed  12-28-72:8:48  am] 


NATIONAL  POWER  SURVEY— TECH¬ 
NICAL  ADVISORY  COMMITTEE  ON 

RESEARCH  AND  DEVELOPMENT- 

TASK  FORCE  ON  ENVIRONMENTAL 

RESEARCH 

Agenda  of  Meeting 

Meeting  to  be  held  at  the  Federal 
Power  Commission  offices,  441  G  Street 
NW.,  Washington,  DC,  9  a.m.,  January  8, 
1973,  Room  4008. 

1.  Meeting  called  to  order  by  FPC  co¬ 
ordinating  representative. 

2.  Objectives  and  purposes  of  meet¬ 
ing. 

A.  Discussions: 

1.  Future  energy  demand. 

2.  Potential  sources  of  supply. 

3.  Basic  energy  system  modules. 

4.  Environmental  impact  by  major 
source  and  module. 

5.  Environmentally  preferred  energy 
systems. 

6.  Alternative  strategies  for  meeting 
energy  needs. 

7.  Implications  for  energy  industry. 

B.  Briefings: 

1.  Long-term  energy  demands. 

2.  Environmental  assessment  of  basic 
energy  modules. 

C.  Other  business. 

D.  Date  of  next  meeting. 

3.  Adjournment. 
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This  meeting  is  open  to  the  public.  Any 
interested  person  may  attend,  appear  be¬ 
fore,  or  file  statements  with  the  com¬ 
mittee — which  statements,  if  in  written 
form,  may  be  filed  before  or  after  the 
meeting,  or,  if  oral,  at  the  time  and  in 
the  manner  permitted  by  the  committee. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doe.72-22357  Filed  12-28-72;8:48  am] 
[Docket  No.  E-7847] 

CENTRAL  HUDSON  GAS  &  ELECTRIC 
CORP. 

Proposed  Change  In  Rates  and 
Charges 

December  22,  1972. 

Take  notice  that  on  November  27, 

1972,  Central  Hudson  Gas  &  Electric 
Corp.  (Central  Hudson)  filed  a  supple¬ 
ment  to  its  rate  schedule  FPC  No.  22  to 
reflect  an  increase  of  10  percent  in  the 
operation  and  maintenance  charge  as 
provided  in  Article  IV (2)  thereof.  The 
increase  reflected  is  stated  to  be  from 
$14,094.12  to  $15,503.64  per  annum,  and 
reflects  the  impact  of  wage  adjustments 
which  have  already  become  effective. 
Central  Hudson  requests  that  the  supple¬ 
ment  be  made  effective  as  of  January  1, 

1973.  New  York  State  Electric  and  Gas 
Corp.  is  the  sole  purchaser  under  rate 
schedule  No.  22. 

Any  person  desiring  to  be  heard  with 
reference  to  Central  Hudson’s  proposed 
rate  changes  in  this  docket  should  file 
a  petition  to  intervene  or  protest  with 
the  Federal  Power  Commission,  Wash¬ 
ington,  D.C.  20426,  in  accordance  with 
the  requirements  of  the  Commission’s 
rules  of  practice  and  procedure  (18 
CFR  1.8  or  1.10).  All  such  petitions  or 
protests  should  be  filed  on  or  before 
December  27,  1972.  All  protests  filed  with 
the  Commission  will  be  considered  by  it 
in  determining  the  appropriate  action 
to  be  taken  but  will  not  serve  to  make 
the  protestants  parties  to  the  proceed¬ 
ing.  Any  person  wishing  to  become  a 
party  to  the  proceeding  must  file  a  peti¬ 
tion  to  intervene  in  accordance  with  the 
Commission's  rules.  Central  Hudson’s 
rate  increase  application  is  on  file  with 
the  Commission  and  available  for  public 
inspection. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72-22370  FUed  12-28-72;8:46  am] 
[Docket  No.  RP73-67] 

CONSOLIDATED  GAS  SUPPLY  CORP. 

Proposed  Changes  in  Rates  and 
Charges 

December  22,  1972. 

Take  notice  that  Consolidated  Gas 
Supply  Corp.  (Consolidated)  on  Decem¬ 
ber  8,  1972,  tendered  for  filing  proposed 
changes  in  its  FPC  gas  tariff  original 
volume  No.  3.  The  filing  consists  of  first 
revised  sheets  Nos.  4,  8,  9,  54,  55,  and  58 
and  are  submitted  pursuant  to  agree¬ 
ments  entered  into  between  Consolidated 


and  Columbia  Gas  Transmission  Corp. 
(Columbia)  as  of  November  20, 1972.  The 
agreements  increase  the  contractually 
authorized  price  to  29  cents  per  Mcf  at 
14.73  p.s.i.a.  The  proposed  effective  date 
is  January  7,  1973. 

Consolidated  states  that  the  proposed 
rate  does  not  exceed  the  area  rate  ceiling 
for  contracts  dated  prior  to  October  8, 
1969,  as  prescribed  by  the  Commission’s 
Order  No.  411  and  §  154.107  of  the  regu¬ 
lations  under  the  Natural  Gas  Act. 

Copies  of  this  filing  have  been  served 
on  Columbia. 

Any  person  desiring  to  be  heard  or  to 
protest  said  application  should  file  a  peti¬ 
tion  to  intervene  or  protest  with  the  Fed¬ 
eral  Power  Commission,  441  G  Street 
NW.,  Washington,  DC  20426,  in  accord¬ 
ance  with  §§  1.8  and  1.10  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure 
(18  CFR  1.8,  1.10>.  All  such  petitions  or 
protests  should  be  filed  on  or  before  Jan¬ 
uary  3,  1973.  Protests  will  be  considered 
by  the  Commission  in  determining  the 
appropriate  action  to  be  taken,  but  will 
not  serve  to  make  protestants  parties  to 
the  proceeding.  Any  person  wishing  to 
become  a  party  must  file  a  petition  to  in¬ 
tervene.  Copies  of  this  filing  are  on  file 
with  the  Commission  and  are  available 
for  public  inspection. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72-22367  Filed  12-28-72;8:46  am] 
[Docket  No.  RP72-116] 

EL  PASO  NATURAL  GAS  CO. 

Supplement  to  Petition  for  Order 
Respecting  Advance  Payments 

December  22,  1972. 

Take  notice  that  El  Paso  Natural  Gas 
Co.  (El  Paso) ,  on  December  14, 1972,  filed 
a  supplement  to  its  petition  for  an  order 
respecting  advance  payments  filed  in  the 
above-captioned  proceeding  on  April  17, 
1972.  The  matters  contained  in  that  pe¬ 
tition  were  set  for  hearing  by  order  of  the 
Commission  issued  August  2,  1972.  In  its 
supplement  to ‘the  petition  El  Paso  re¬ 
iterates  the  relief  sought  in  the  originally 
filed  petition  and  states  that  this  supple¬ 
ment  is  filed  in  order  to  place  before  the 
Commission  arrangements  which  had 
been  the  subject  of  negotiation  and  which 
have  now  been  concluded,  as  described  in 
the  appendices  to  the  supplement. 

El  Paso  says  that  the  nature  of  the 
restructured  arrangements  is  such  that, 
as  with  the  original  arrangements,  Com¬ 
mission  approval  is  required  as  originally 
requested  herein.  The  company  states 
that  the  restructured  arrangements  be¬ 
tween  the  funding  parties  and  the  pro¬ 
ducers  now  provide  that  the  funding  par¬ 
ties  will  advance  the  producers’  shares  of 
certain  specified  exploratory  well-drilling 
funds,  with  an  option  to  advance  devel¬ 
opmental  funds,  if  exploratory  work 
proves  such  additional  advances  to  be 
warranted  and  if  regulatory  approvals 
have  been  obtained.  El  Paso  says  that 
such  approvals  must  be  obtained  by 
April  15,  1973,  and  that  should  the  Com¬ 
mission  not  grant  El  Paso’s  instant  peti¬ 


tion  by  that  date,  El  Paso  must  then  de¬ 
termine  whether  to  terminate  its  agree¬ 
ments  with  the  producers,  thereby 
releasing  any  call  it  would  have  on 
natural  gas  subsequently  developed  in  the 
areas  involved. 

El  Paso  says  that  its  direct  evidentiary 
presentation  to  be  served  in  this  proceed¬ 
ing  will  develop  the  restructured  ar¬ 
rangements  in  detail. 

Copies  of  the  filing  were  served  upon 
persons  who  have  filed  notices  of  inter¬ 
vention  or  petitions  for  leave  to  inter¬ 
vene  in  this  proceeding. 

Any  person  desiring  to  be  heard  or  to 
protest  said  application  should  file  a  peti¬ 
tion  to  intervene  or  protest  with  the  Fed¬ 
eral  Power  Commission,  441  G  Street 
NW.,  Washington,  DC  .20426,  in  accord¬ 
ance  with  §§  1.8  and  1.10  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure 
(18  CFR  1.8,  1.10).  All  such  petitions  or 
protests  should  be  filed  on  or  before  Jan¬ 
uary  3,  1973.  Protests  will  be  considered 
by  the  Commission  in  determining  the 
appropriate  action  to  be  taken,  but  will 
not  serve  to  make  protestants  parties  to 
the  proceeding.  Any  person  wishing  to 
become  a  party,  with  the  exception  of 
those  who  have  filed  notices  of  interven¬ 
tion  or  who  have  been  permitted  to  inter¬ 
vene,  must  file  a  petition  to  intervene. 
Copies  of  the  supplement  are  on  file  with 
the  Commission  and  are  available  for 
public  inspection. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72-22368  Filed  12-28-72; 8: 46  am] 
[Docket  No.  E-7866] 

NEW  ENGLAND  POWER  POOL 
Notice  of  Cancellation 

December  22,  1972. 

Take  notice  that  on  November  28,  1972, 
the  New  England  Power  Pool  filed  a 
notice  of  cancellation,  to  take  effect  at 
11:59  p.m.  on  December  31,  1972.  Such 
notice  of  cancellation  terminates  agree¬ 
ment  for  energy  exchange  between  the 
NEPOOL  participants  and  Braintree 
Electric  Light  Department,  made  as  of 
October  1, 1972. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
cancellation,  should,  on  or  before  De¬ 
cember  27,  1972,  file  with  the  Federal 
Power  Commission,  Washington,  D.C. 
20426,  petitions  or  protests  in  accordance 
with  the  requirements  of  the  Commis¬ 
sion’s  rules  of  practice  and  procedure  (18 
CFR  1.8  or  1.10).  All  protests  filed  with 
the  Commission  will  be  considered  by  it 
in  determining  the' appropriate  action  to 
be  taken  but  will  not  serve  to  make  the 
protestants  parties  to  the  proceeding. 
Persons  wishing  to  become  parties  to  a 
proceeding  or  to  participate  as  a  party 
in  any  hearing  therein  must  file  petitions 
to  intervene  in  accordance  with  the  Com¬ 
mission’s  rules.  The  notice  of  cancella¬ 
tion  on  file  with  the  Commission  and 
available  for  public  inspection. 

Mary  B.  Kidd, 
Acting  Secretary. 

[FR  Doc.72-22369  FUed  12-28-72;8:46  am] 
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[Docket  No.  B173-144.  etc.] 

CHAMPLIN  PETROLEUM  CO.  ET  AL. 

Order  Providing  for  Hearing  on  and 
Suspension  of  Proposed  Changes  in 
Rates,  and  Allowing  Rate  Changes 
To  Become  Effective  Subject  to 
Refund  1 

December  20,  1972. 

Respondents  have  filed  proposed 
changes  in  rates  and  charges  for  juris¬ 
dictional  sales  of  natural  gas,  as  set 
forth  in  Appendix  A  below. 

The  proposed  changed  rates  and 
charges  may  be  unjust,  unreasonable, 
unduly  discriminatory,  or  preferential, 
or  otherwise  unlawful. 


1  Does  not  consolidate  for  hearing  or  dis¬ 
pose  of  the  several  matters  herein. 


The  Commission  finds:  It  is  in  the 
public  interest  and  consistent  with  the 
Natural  Gas  Act  that  the  Commission 
enter  upon  hearings  regarding  the  law¬ 
fulness  of  the  proposed  changes,  and 
that  the  supplements  herein  be  sus¬ 
pended  and  their  use  be  deferred  as 
ordered  below. 

The  Commission  orders:  (A)  Under 
the  Natural  Gas  Act,  particularly  sec¬ 
tions  4  and  15,  the  regulations  pertain¬ 
ing  thereto  (18  CFR,  Chapter  I) ,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  public  hearings  shall  be  held  con¬ 
cerning  the  lawfulness  of  the  proposed 
changes. 

<B>  Pending  hearings  and  decisions 
thereon,  the  rate  supplements  herein  are 
suspended  and  their  use  deferred  until 
date  shown  in  the  “Date  Suspended 


Until’’  column.  Each  of  these  supple¬ 
ments  shall  become  effective,  subject  to 
refund,  as  of  the  expiration  of  the  sus¬ 
pension  period  without  any  further  ac¬ 
tion  by  the  Respondent  or  by  the  Com¬ 
mission.  Each  Respondent  shall  comply 
with  the  refunding  procedure  required 
by  the  Natural  Gas  Act  and  §  154.102  of 
the  regulations  thereunder. 

(C)  Unless  otherwise  ordered  by  the 
Commission,  neither  the  suspended  sup¬ 
plements,  nor  the  rate  schedules  sought 
to  be  altered,  shall  be  changed  until  dis¬ 
position  of  these  proceedings  or  expira¬ 
tion  of  the  suspension  period,  whichever 
is  earlier. 

By  the  Commission. 

Kenneth  P.  Plumb, 

Secretary. 


Appendix  “A” 


Rate 

Docket  Respondent  sched- 

No.  ule 

No. 


RI73  144. .  ChampUn  Petroleum  Co _  101 

RT73-145  .  Getty  Oil  Co .  67 

. do .  148 

RI73-1 46..  Amoco  Production  Co .  220 

. do .  463 

RI73- 147..  Chevron  Oil  Co .  20 

RI73  -148. .  Amoco  Production  Co .  494 

RI73-149..  Feathcrstone  Farms,  Ltd...  3 

. do. . 4 

RI73- 150. .  Phillips  Petroleum  Co .  18 

RI73 -151. .  Mobil  OH  Corp .  201 


Sup¬ 

ple¬ 

ment 

No. 


8 


5 

7 


6 

*  6 


7 

*  6 


4 

7 

*69 


10 


Purchaser  and  producing  area 


El  Paso  Natural  Gas  Co.  (Gomez 
Field,  Pecos  County,  Ten.) 
(Permian  Basin). 

Northern  Natural  Gas  Co. 
(Emperor  Field,  Winkler 
County,  Tex.)  (Permian 
Basin). 

Transwestern  Pipeline  Co. 

(Halley  Field,  Winkler  County, 
Tex.)  (Permian  Basin). 

West  Texas  Gathering  Co. 
(Emperor  Field,  Winkler 
County,  Tex.)  (Permian 
Basin). 

. do. . 

El  Paso  Natural  Gas  Co. 

(Puckett  Field,  Pecos  County, 
Tex.)  (Permian  Basin). 

. do . . 

El  Paso  Natural  Gas  Co.  (Gomez 
Field,  Pecos  County,  Tex.) 
(Permian  Basin). 

Colorado  Interstate  Gas  Co. 
(Patrick  Draw  Field.  Sweet¬ 
water  County,  Wyo.). 

. do. . i . 

Northern  Natural  Gas  Co. 
(Andrews,  Benedum  and 
Spraberry  plants,  Andrews, 
Upton,  and  Midland  Counties, 
Tex.)  (Permian  Basin). 

West  Texas  Gathering  Co. 
(Emperor  Field,  Winkler 
County,  Tex.)  (Permian 
Basin). 

. do . 


Cent  per  Mcf  *  Rate  in 

Amount  Date  Effective  Date  -  effect 

of  filing  date  suspended  Rate  in  Proposed  subject 

annual  tendered  unless  until—  effect  increased  to  refund 
increase  suspended  rate  in  docket 

Nos. 

*2,218  11-22-72  .  1  23  73  >  17.5656  U 8. 5694  RI68-460 

7,785  11-20-72  .  1  21  73  18.0675  19.0713  R 170  658 

881  11-20-72  .  6-  1  73  21.7505  23.8725  RI71-144 

95,700  *11  24-72  .  1  25  73  18.07  19.07  RI70-780 

39,100  *11-24-72  .  1-25-73  18.07  19.07  RI70-780 

.  11-24-72  12-25-72  Accepted*... . 

.2,035,989  11-24-72  .  6-  1-73  13.0187  24.09  RI70-1340 

82,950  » 11-29-72  .  1  30-73  17.57  1A  57  RI70-781 

27  11-24-72  .  1  25  73  15.6163  16.6163  RI70-1143 

74  11-24-72  .  1-25-73  17. 0  18. 0  R 168  208 

1,976  11-27-72  .  8-  1-73  27.5530  27.8166 

.  12-  6-72  1-  6  73  Accepted  ' . 

32,461  11-24-72  .  1-25-73  18. 0675  20.89  RI70-1027 


•Unless  otherwise  stated,  the  pressure  base  is  14.65  p.s.l.a. 

*  Includes  quality  adjustments. 

*  Correction  to  rate  increase  also  submitted  on  Nov.  24,  1972. 

*  Provides  for  a  rate  of  24.0  cents  per  Mcf  as  of  Jan.  1, 1973  and  a  1  cent  escalation 
each  year  thereafter;  also  provides  for  a  increase  up  to  any  higher  ceiling  rate  pre¬ 
scribed  by  the  FPC. 

*  Initial  rate — includes  upward  B.t.u.  adjustment. 


•  Applicable  only  to  sales  made  under  supp.  No.  63. 

•Amends  pricing  provisions  of  contract.  • 

•Accepted  for  filing  to  be  effective  on  the  date  shown  in  the  “Effective  Date’’ 
column. 

•  Not  applicable  to  gas  produced  from  the  Price  Estate,  Moore  and  Blalock  Well 

•  Corrected  filing  made  Dec.  11, 1972. 


Appendix  A 

The  proposed  Increases  ot  Getty  Oil  Co. 
under  FPC  Gas  Bate  Schedule  No.  148, 
Chevron  Oil  Co.  under  FPC  Gas  Rate  Sched¬ 
ule  No.  20  and  Phillips  Petroleum  Co.  under 
FPC  Gas  Rate  Schedule  No.  18  exceed  the 
rate  limit  for  a  1  day  suspension  and,  there¬ 
fore,  are  suspended  for  5  months  from  the  ex¬ 
piration  of  the  statutory  notice  period  or 
the  contractual  effective  date,  whichever  is 
later. 

The  other  increases  involved  here  do  not 
exceed  the  corresponding  rate  filing  limita¬ 
tion  imposed  in  Southern  Louisiana  and 
therefore  are  suspended  for  1  day  from  the  ex¬ 
piration  of  the  60-day  notice  period  or  the 


contractual  effective  date,  whichever  is  later. 
t  The  producers’  proposed  Increased  rates 
and  charges  exceed  the  applicable  area  price 
levels  for  increased  rates  as  set  forth  in  the 
Commission's  statement  of  general  policy  No. 
61-1,  as  amended  (18  CFR  2.66) . 

Certification  of  Abbreviated  Suspension 

Pursuant  to  §  300.16(1)  (3)  of  the  Price 
Commission  rules  and  regulations,  6  CFR  Part 
300  (1972),  the  Federal  Power  Commission 
certifies  as  to  the  abbreviated  suspension 
period  in  this  order  as  follows: 

(1)  This  proceeding  involves  producer 
rates  which  are  established  on  an  area  rather 
than  company  basis.  This  practice  was  es¬ 
tablished  by  Area  Rate  Proceeding,  Docket 


No.  AR61-1,  et  al..  Opinion  No.  468,  34  FPC 
159  (1965),  and  affirmed  by  the  Supreme 
Court  in  Permian  Basin  Area  Rate  Case,  390 
U.S.  747  (1968).  In  such  cases  as  this,  pro¬ 
ducer  rates  are  approved  by  this  Commission 
if  such  rates  are  contractually  authorized  and 
are  at  or  below  the  area  ceiling. 

(2)  In  the  instant  case,  the  requested  in¬ 
creases  do  not  exceed  the  ceiling  rate  for  a 
1  day  suspension. 

(3)  By  Order  No.  423  (36  F.R.  3464)  issued 
February  18.  1971,  this  Commission  deter¬ 
mined  as  a  matter  of  general  policy  that  it 
would  suspend  for  only  1  day  a  change  in 
rate  filed  by  an  independent  producer  under 
section  4(d)  of  the  Natural  Gas  Act  [15 
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U.S.C.  7l7c(d)  ]  in  a  situation  where  the  pro¬ 
posed  rate  exceeds  the  Increased  rate  ceiling, 
but  does  not  exceed  the  ceiling  for  a  1  day 
suspension. 

(4)  In  the  discharge  of  our  responsibilities 
under  the  Natural  Gas  Act,  this  Commission 
has  been  confronted  with  conclusive  evidence 
demonstrating  a  natural  gas  shortage.  (See 
Opinion  Nos  595  ,  598,  and  607,  and  Order 
No.  435.)  In  these  circumstances  and  for  the 
reasons  set  forth  in  Order  No.  423  the  Com¬ 
mission  is  of  the  opinion  in  this  case  that 
the  abbreviated  suspension  authorized  herein 
will  be  consistent  with  the  letter  and  intent 
of  the  Economic  Stabilization  Act  of  1970,  as 
amended,  as  well  as  the  rules  and  regulations 
of  the  Price  Commission,  6  CFR  Part  300 


lie  convenience  and  necessity.  Where  a 
petition  for  leave  to  intervene  is  timely 
filed,  or  where  the  Commission  on  its 
own  motion  believes  that  a  formal  hear¬ 
ing  is  required,  further  notice  of  such 
hearing  will  be  duly  given. 

Under  the  procedure  herein  provided 
for,  unless  otherwise  advised,  it  will  be 
unnecessary  for  Applicants  to  appear  or 
be  represented  at  the  hearing. 

Mary  B.  Kidd, 

Acting  Secretary. 


(1972) .  Specifically,  this  Commission  is  of  the 
opinion  that  the  authorized  suspension  is 
required  to  assure  continued,  adequate  and 
safe  service  and  will  assist  in  providing  for 
necessary  expansion  to  meet  present  and 
future  requirements  of  natural  gas. 

[FR  Doc.72-22260  FUed  12-28-72;8 :45  am] 


[Docket  No.  CS73— 417,  etc.] 

GEORGE  M.  SHELTON  ET  AL. 

Notice  of  Applications  for  “Small 
Producer”  Certificates  1 

December  19,  1972. 

Take  notice  that  each  of  the  Appli¬ 
cants  listed  herein  has  filed  an  applica¬ 
tion  pursuant  to  section  7(c)  of  the  Nat¬ 
ural  Gas  Act  and  §  157.40  of  the  regu¬ 
lations  thereunder  for  a  “small  producer” 
certificate  of  public  convenience  and  nec¬ 
essity  authorizing  the  sale  for  resale  and 
delivery  of  natural  gas  in  interstate  com¬ 
merce,  all  as  more  fully  set  forth  in  the 
applications  which  are  on  file  with  the 
Commission  and  open  to  public  inspec¬ 
tion. 

Any  person  desiring  to  be  heard  or  to 
make  any  protest  with  reference  to  said 
applications  should  on  or  before  Janu¬ 
ary  15,  1973,  file  with  the  Federal  Power 
Commission,  Washington,  D.C.  20426,  pe¬ 
titions  to  intervene  or  protests  in  accord¬ 
ance  with  the  requirements  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure— 
(18  CFR  1.8  or  1.10).  All  protests  filed 
with  the  Commission  will  be  considered 
by  it  in  determining  the  appropriate 
action  to  be  taken  but  will  not  serve  to 
make  the  protestants  parties  to  the  pro¬ 
ceeding.  Persons  wishing  to  become  par¬ 
ties  to  a  proceeding  or  to  participate  as 
a  party  in  any  hearing  therein  must  file 
petitions  to  intervene  in  accordance  with 
the  Commission’s  rules. 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  without 
further  notice  before  the  Commission  on 
all  applications  in  which  no  petition  to 
intervene  is  filed  within  the  time  required 
herein  if  the  Commission  on  its  own  re¬ 
view  of  the  matter  believes  that  a  grant 
of  the  certificates  is  required  by  the  pub- 


1  This  notice  does  not  provide  for  consoli¬ 
dation  for  hearing  of  the  several  matters 
covered  herein. 


Docket  Date  Name  of  applicant 

No.  tiled 


CS73-417...  11-27-72  George  M.  Shelton,  Post  Office 
Box  1573,  Midland,  TX  70701. 

CS73-418 _  11-28-72  Charles  W.  Bopps,  General 

Delivery,  Pinch,  W.  Va.  25156. 

CS73  419...  11-29  72  Midroc  Oil  Co.,  5551  Yale 

Boulevard,  Dallas,  TX  75206. 

CS73-420...  11-21  72  Zenith  Exploration  Co.,  10  East 
Beau  Street,  Washington,  PA 
15301. 

CS73  421...  11-21-72  Petrofunds.  Inc.  1972  “A” 
Drilling  Fund.  2200  Neils 
Esperson  Building,  Houston, 
Tex.  77002. 

CS73-422...  12-  1-72  Caddo  Oil  Co.,  Inc.,  Past  Office 
Box  800,  Shreveport,  LA 
71162. 

CS73  423...  12-  1-72  A.  II.  Kowan,  1801  Commerce 
Building,  Fort  Worth,  Tex. 
76102. 

CS73  424 _ 12  1-72  Merle  M.  Rowan,  Individually 

and  as  Independent  Executrix 
of  the  Estate  of  C.  L.  Rotvan, 

I  >eceased,  1918  Commerce 
Building,  Fort  Worth,  Tex. 
76102. 

CS73-425...  12-  1-72  A.  C.  Pegp,  Box  66067,  Chicago, 
Ill.  60680. 

CS73-426 _  11-30  72  James  E.  Blacketer  and  Verlene 

M.  Blacketer,  2208  Northwest 
56th  Street,  Oklahoma  City, 
OK  73112. 

CS73-427 _ 12-  4-72  Earl  H.  Linn,  400  Penn  Center 

Boulevard,  Pittsburgh,  PA 
15235. 

CS73-428...  12-  4-72  Meridian  Exploration  Corp.,  400 
Penn  Center  Boulevard, 
Pittsburgh,  PA  15235. 

CS73-429...  12-  4-72  John  M.  Carson,  2022  North 
Broadway,  Shawnee,  OK 
74801. 

CS73-430 _  11-24-72  B.  A.  Becker,  Post  Office  Box 

19,503,  Houston,  TX  77024. 

CS73-431...  12-  4-72  M.  L.  Mayfield,  1717  C.  &  I. 

Building,  Houston,  Tex.  77002. 

CS73-432 _ 12-  4-72  L.  I.  Freeman,  Town  House 

Apartments,  Shreveport,  La. 
71101. 

CS73-433...  12-  4-72  United  Petroleum  Co.,  Suite  320, 
220  West  Douglas,  Wichita, 
Kans.  67202. 

CS73-434...  12-  5-72  Cralco  Corp.,  1600  Cuthbert 
Street,  Midland,  TX  79701. 

CS73-435...  12-  5-72  R.  P.  Brewer,  Jr.,  341  Milam 
Building,  San  Antonio,  Tex. 
78205. 

CS73-436...  12-  4-72  Murph  Wilson,  1101  Peoples 
Bank  Building,  Tyler,  Tex. 
75701. 

CS73-437...  12-  4-72  J.  S.  lludnall,  Citizens  First 
National  Bank  Building, 
Tyler,  Tex.  75701. 

CS73-438...  12-  4-72  A.  W.  Rlter,  Jr.,  Post  Office 
Box  2001,  Tyler,  TX  75701. 

CS73-439...  12-  4-72  Sam  Trant,  Peoples  Bank 

Building,  Tyler,  Tex.  75701. 

CS73-440...  12-  4-72  G.  J.  Loetterle.  Post  Office  Box 
1310,  Tyler,  TX  75701 

CS73-441...  12-  4-72  George  W.  Pirtle,  Post  Office 
Box  1310,  Tyler,  TX  76701. 

CS73-442...  12-  4-72  Lonnie  Holotik,  618  Fair 

F'oundation  Building,  Tyler 
Tex.  75701. 

CS73-443...  12-  4-72  Fairway  Oil  &  Gas  Co.,  Inc., 

2103  East  Southeast  Loop  323, 
Tyler,  TX  75701. 

CS73-444...  12-  5-72  Loyle  P.  Miller,  518  Praetorian 
Building,  Dallas,  Tex.  75201. 

C873-446...  12-  1-72  J.  J.  McRoberts,  Trustee, 

225  Sunset  Drive,  Browns¬ 
ville,  TX  78250. 

C673-446...  12-  8-72  J.  N.  Warren,  2600  First  City 
National  Bank  Building, 
Houston,  Tex.  77002. 

C873-447...  12-  8-72  Bill  Mathis,  Post  Office  Boi  82, 
Midland,  TX  79701. 


Docket 

No. 

Date 

filed 

Name  of  applicant 

CS73-448... 

12-  7-72 

O.  A.  Kelly,  First  National 
Bank,  Longview,  Tex.  75601. 
Kenneth  W.  Rees,  825  Cravens 
Building,  Oklahoma  City, 
Okla.  37102. 

CS73-449... 

12-  8-72 

CS73-450... 

12-  8-72 

Jean  Zucker,  Trustee,  8873  B 

16th  Street,  Brooklyn,  N  Y 
11214. 

CS73  451... 

12-  8-72 

Louis  Kessler  and  Augusta 
Kessler,  40  Ocean  Parkway, 
Brooklyn,  NY  11218. 

CS73  452... 

12-  8-72 

Milton  S.  Shapiro,  60  East  42d 
Street,  New  York,  NY  10017. 

CS73-453... 

12-11-72 

Murray  B.  Herman,  3131 
Brighton  13th  Street, 

Brooklyn,  NY  11378. 

D.  Paul  Kittmaster,  115 
Broadway,  New  York,  NY 
10006. 

CS73-454... 

12-11-72 

CS73-455... 

12-11-72 

James  E.  Logan,  Post  Office 

Box  82,  Midland,  TX  79701. 

CS73-456... 

12-  8-72 

E.  I.  Rydin,  Box  06067,  Chicago, 
1L  60666. 

[FR Doc.72-22263  Filed  12-28-72;8:45  am] 


FEDERAL  RESERVE  SYSTEM 

DORACO,  INC. 

Acquisition  of  Bank 

Doraco,  Inc.,  Doraville,  Ga.,  has  ap¬ 
plied  for  the  Board’s  approval  under 
section  3(a)(3)  of  the  Bank  Holding 
Company  Act  (12  U.S.C.  1842(a)(3))  to 
acquire  82.31  percent  or  more  of  the  vot¬ 
ing  shares  of  The  Northeast  Commercial 
Bank,  Doraville,  Ga.  The  factors  that  are 
considered  in  acting  on  the  application 
are  set  forth  in  section  3(c)  of  the  Act 
(12  U.S.C.  1842(c)). 

Doraco,  Inc.,  is  also  engaged  in  the 
following  nonbank  activities:  Acting  as 
a  real  estate  holding  company.  In  addi¬ 
tion  to  the  factors  considered  under  sec¬ 
tion  3  of  the  Act  (banking  factors) ,  the 
Board  will  consider  the  proposal  in  the 
light  of  the  company’s  nonbanking  ac¬ 
tivities  and  the  provisions  and  prohibi¬ 
tions  in  section  4  of  the  Act  (12  U.S.C. 
1843). 

The  application  may  be  inspected  at 
the  office  of  the  Board  of  Governors  or 
at  the  Federal  Reserve  Bank  of  Atlanta. 
Any  person  wishing  to  comment  on  the 
application  should  submit  his  views  in 
writing  to  the  Secretary,  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System, 
Washington,  D.C.  20551,  to  be  received 
not  later  than  January  17,  1973. 

Board  of  Governors  of  the  Federal 
Reserve  System,  December  21,  1972. 

[seal!  Michael  A.  Greenspan, 
Assistant  Secretary  of  the  Board. 
[FR  Doc.72-22342  FUed  12-28-72; 8: 45  am] 


NORTH  SHORE  CAPITAL  CORP. 

Order  Approving  Formation  of  Bank 
•  Holding  Company 

North  Shore  Capital  Corp.,  Chicago, 
HI.,  has  applied  for  the  Board’s  approval 
under  section  3(a)  (1)  of  the  Bank  Hold¬ 
ing  Company  Act  (12  U.S.C.  1842(a)  (1) ) 
of  formation  of  a  bank  holding  company 
through  acquisition  of  50  percent  or 
more  of  the  voting  shares  of  The  North 
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Shore  National  Bank  of  Chicago, 
Chicago,  HI.  (Bank) . 

Notice  of  the  application,  affording 
opportunity  for  interested  persons  to 
submit  comments  and  views,  has  been 
given  in  accordance  with  section  3(b)  of 
the  Act.  The  time  for  filing  comments 
and  views  has  expired,  and  the  Board 
has  considered  the  application  and  all 
comments  received  in  light  of  the  factors 
set  forth  in  section  3(c)  of  ,the  Act  (12 
U.S.C.  1842(c)). 

Applicant  is  a  newly  formed  organiza¬ 
tion  and  has  no  operating  history.  Upon 
acquisition  of  Bank  ($105.8  million  of 
deposits),  applicant  would  control  0.3 
percent  of  the  commercial  bank  deposits 
in  Illinois.  (All  banking  data  are  as  of 
June  30,  1972.)  The  Board  notes  that 
the  principals  of  applicant  are  also  prin¬ 
cipals  of  four  other  one-bank  holding 
companies  in  Illinois,  which  hold  de¬ 
posits  of  $52,  $36,  $24,  and  $7  million, 
respectively.  However,  consummation  of 
the  proposed  transaction  is  not  likely  to 
adversely  affect  existing  competition  in 
that  the  service  areas  of  the  other  banks 
controlled  by  these  principals  do  not  ap¬ 
pear  to  overlap  with  that  of  Bank.  The 
nearest  of  these.  Citizen’s  National  Bank 
of  Chicago,  is  approximately  12  miles 
distant  from  Bank. 

On  May  2,  1972,  the  Board  denied  an 
application  by  applicant  to  become  a 
bank  holding  company  through  the  ac¬ 
quisition  of  shares  of  Bank  (1972  Federal 
Reserve  Bulletin  809).  That  denial  was 
based  on  the  Board’s  conclusions  that  the 
then-proposed  transaction  represented 
an  assumption  by  applicant  of  an  exces¬ 
sive  amount  of  debt  to  be  retired  over  an 
excessive  length  of  time;  that  the  then- 
proposed  financing  plan  apparently 
would  prevent  applicant  from  meeting 
the  present  and  future  capital  needs  of 
Bank;  and  that  the  then-proposed  trans¬ 
action  contemplated  payment  by  Bank 
of  an  apparently  un justified  annual 
“consulting”  fee  to  applicant  that  would 
operate  unduly  to  the  detriment  of 
minority  shareholders  of  Bank.  The  in¬ 
stant  application  represents  a  substan¬ 
tial  modification  of  applicant’s  original 
proposal.  Under  the  present  proposal, 
the  Board  concludes  that  the  leverage 
contemplated  is  not  excessive  and  that 
no  unfair  treatment  of  minority  share¬ 
holders  is  involved.  The  proposed  “con¬ 
sulting  fee”  has  been  eliminated.  Appli¬ 
cant’s  total  acquisition  debt  will  be  sig¬ 
nificantly  less  than  that  originally  pro¬ 
posed;  its  equity  capital  significantly 
greater.  Although  applicant  intends  to 
incur  additional  debt  to  augment  Bank’s 
equity  capital  base,  its  total  debt  to 
equity  ratio  would  still  be  less  than  that 
contemplated  by  the  original  proposal. 
Under  the  instant  proposal  applicant’s 
projected  earnings  appear  to  be  sufficient 
to  service  the  debt  which  it  will  incur 
upon  consummation  of  the  proposed 
transaction,  without  adversely  affecting 
Bank’s  capital  structure.  The  Board 
therefore  concludes  that  the  financial 
and  managerial  resources  and  future 
prospects  of  applicant  are  satisfactory. 
In  view  of  applicant’s  expressed  inten¬ 
tion  to  infuse  additional  equity  capital 


into  Bank,  the  financial  and  managerial 
resources  and  prospects  of  Bank  are  also 
considered  satisfactory  since  Bank  would 
have  a  capital  account  positioned  for 
growth. 

Although  the  convenience  and  needs 
of  the  communities  to  be  served  are 
already  adequately  being  served,  con¬ 
summation  of  the  proposed  acquisition 
would  provide  the  added  flexibility  in¬ 
herent  in  a  holding  company  structure. 
Considerations  relating  to  the  conven¬ 
ience  and  needs  of  the  communities  to  be 
served  therefore  lends  slight  weight  for 
approval.  It  is  the  Board’s  judgment  that 
the  transaction  would  be  in  the  public 
interest  and  that  the  application  should 
be  approved. 

On  the  basis  of  the  record,  the  appli¬ 
cation  is  approved  for  the  reasons  sum¬ 
marized  above.  The  transaction  shall  not 
be  consummated:  (a)  Before  the  30th 
calendar  day  following  the  effective  date 
of  this  order,  or  (b)  later  than  3  months 
after  the  effective  date  of  this  order  un¬ 
less  such  period  is  extended  for  good 
cause  by  the  Board,  or  by  the  Federal 
Reserve  Bank  of  Chicago  pursuant  to 
delegated  authority. 

By  order  of  the  Board  of  Governors,1 
effective  December  21, 1972. 

[seal]  Tynan  Smith, 

Secretary  of  the  Board. 

[PR  Doc.72-22343  Filed  12-28-72; 8: 45  am] 


ROCK  COUNTY  BAN  CORP.  AND 
JACKMAN  MANAGEMENT 

Formation  of  Bank  Holding  Company 
and  Acquisition  of  Banks 

Rock  County  Ban  Corp.,  Janesville, 
Wis.,  has  applied  for  the  Board’s  ap¬ 
proval  under  section  3(a)(1)  of  the  Bank 
Holding  Company  Act  (12  U.S.C.  1842 
(a)  (1) )  to  become  a  bank  holding  com¬ 
pany  through  acquisition  of  at  least  80 
percent  of  the  voting  shares  of  The  Rock 
County  National  Bank  of  Janesville,  and 
Rock  County  Savings  and  Trust  Co.,  both 
located  in  Janesville,  Wis. 

At  the  same  time,  Jackman  Manage¬ 
ment,  Janesville,  Wis.,  has  applied  for 
the  Board’s  approval  under  section 
3(a)(3)  of  the  Bank  Holding  Company 
Act  (12  U.S.C.  1842(a)(3))  to  acquire 
indirect  control  of  The  Rock  County  Na¬ 
tional  Bank  of  Janesville  by  exchange  of 
its  52.73  percent  interest  in  that  bank 
for  26.36  percent  or  more  of  the  voting 
shares  of  Rock  County  Ban  Corp.;  and 
to  acquire  indirect  control  of  Rock 
County  Savings  and  Trust  Co.  by  ex¬ 
change  of  its  51.87  percent  interest  in 
that  bank  for  25.93  percent  or  more  of 
the  voting  shares  of  Rock  County  Ban 
Corp.  The  factors  that  are  considered  in 
acting  on  these  applications  are  set  forth 
in  section  3(c)  of  the  Act  (12  U.S.C. 
1842(c)). 

The  applications  may  be  inspected  at 
the  office  of  the  Board  of  Governors  or 
at  the  Federal  Reserve  Bank  of  Chicago. 


1  Voting  for  this  action:  Chairman  Burns 
and  Governors  Robertson,  Mitchell,  Daane, 
Brimmer,  Sheehan,  and  Bucher. 


Any  person  wishing  to  comment  on  the 
applications  should  submit  his  views  in 
writing  to  the  Secretary,  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System, 
Washington,  D.C.  20551,  to  be  received 
not  later  than  January  17,  1973. 

Board  of  Governors  of  the  Federal 
Reserve  System,  December  21,  1972. 

[seal]  Michael  A.  Greenspan, 
Assistant  Secretary  of  the  Board. 

[FR  Doc.72-22344  Filed  12  28-72;8:45  am] 


STATE  NATIONAL  CORP. 

Order  Approving  Formation  of  Bank 
Holding  Company 

State  National  Corp.,  Evanston,  Ill., 
has  applied  for  the  Board’s  approval 
under  section  3(a)(1)  of  the  Bank  Hold¬ 
ing  Company  Act  (12  U.S.C.  1842(a)  (1) ) 
of  formation  of  a  bank  holding  company 
through  acquisition  of  100  percent  of  the 
voting  shares  (less  directors’  qualifying 
shares)  of  the  successor  by  merger  to 
State  National  Bank,  Evanston,  Ill. 
(“Bank”) .  The  bank  into  which  Bank  is 
to  be  merged  has  no  significance  except 
as  a  means  to  facilitate  the  acquisition 
of  all  voting  shares  of  Bank.  Accordingly, 
the  proposed  acquisition  of  the  successor 
organization  is  treated  herein  as  the 
proposed  acquisition  of  Bank. 

Notice  of  the  application,  affording  op¬ 
portunity  for  interested  persons  to  sub¬ 
mit  comments  and  views,  has  been  given 
in  accordance  with  section  3(b)  of  the 
Act.  The  time  for  filing  comments  and 
views  has  expired,  and  the  Board  has 
considered  the  application  and  all  com¬ 
ments  received  in  light  of  the  factors  set 
forth  in  section  3(c)  of  the  Act  (12  U.S.C. 
1842(c)). 

Applicant  is  a  nonoperating  company 
organized  for  the  purpose  of  acquiring 
Bank  which  holds  deposits  of  $157.6  mil¬ 
lion.  (All  banking  data  are  as  of  June  30, 
1972.)  Since  the  purpose  of  the  proposed 
transaction  is  to  effect  corporate  owner¬ 
ship  of  Bank,  there  would  be  no  adverse 
effects  on  existing  or  potential  competi¬ 
tion  nor  would  other  area  banks  be  ad¬ 
versely  affected  thereby.  Competitive 
considerations  are  consistent  with  ap¬ 
proval  of  the  application. 

The  financial  condition  and  the  man¬ 
agerial  resources  of  Applicant  are  de¬ 
pendent  upon  those  same  conditions  as 
they  exist  in  Bank.  The  financial  con¬ 
dition  of  Bank  is  considered  to  be  gen¬ 
erally  satisfactory  in  view  of  Applicant’s 
commitment  to  increase  its  capital  ac¬ 
counts.  Management  of  Applicant  and 
Bank  are  deemed  to  be  satisfactory,  and 
their  prospects  appear  favorable.  Con¬ 
siderations  under  the  banking  factors 
are  consistent  with  approval  of  the  ap¬ 
plication.  Consummation  of  the  corporate 
reorganization  would  have  no  immediate 
effect  on  area  banking.  However,  under 
the  corporate  structure  it  is  proposed 
that  Bank  will  be  able  to  offer  a  broader 
range  of  financial  services  to  its  cus¬ 
tomers,  to  include  consumer  financing, 
equipment  leasing,  computer  services, 
mortgage  banking,  and  real  estate  financ¬ 
ing.  Considerations  relating  to  the  con- 
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venience  and  needs  of  the  communities 
to  be  served  are  consistent  with  approval 
of  the  application.  It  is  the  Board’s 
judgment  that  the  proposed  transaction 
is  in  the  public  interest  and  that  the  ap¬ 
plication  should  be  approved. 

On  the  basis  of  the  record,  the  appli¬ 
cation  is  approved  for  the  reasons  sum¬ 
marized  above.  The  transaction  shall  not 
be  consummated  (a)  before  the  30th 
calendar  day  following  the  effective  date 
of  this  order  or  (b)  later  than  3  months 
after  the  effective  date  of  this  order, 
unless  such  period  is  extended  for  good 
cause  by  the  Board,  or  by  the  Federal  Re¬ 
serve  Bank  of  Chicago  pursuant  to  dele¬ 
gated  authority. 

By  order  of  the  Board  of  Governors,1 
effective  December  22,  1972. 

[seal]  Tynan  Smith, 

Secretary  of  the  Board. 
[FR  Doc.72-22345  Filed  12-28-72;8:45  am] 

SECURITIES  AND  EXCHANGE 
COMMISSION 

[812-334] 

DREYFUS  FUND  INC. 

Application  for  Exemption 

December  22,  1972. 

Notice  is  hereby  given  that  The  Drey¬ 
fus  Fund  Inc.  (the  Dreyfus  Fund),  767 
Fifth  Avenue,  New  York,  NY  10022,  which 
is  registered  as  an  open  end  diversified 
management  investment  company  under 
the  Investment  Company  Act  of  1940 
(the  Act),  has  filed  an  application  pur¬ 
suant  to  section  6(c)  of  the  Act  for  ex¬ 
emption  from  section  22(d)  of  the  Act 
and  Rule  22c-l  thereunder  to  permit  a 
public  offering  of  Dreyfus  Fund  shares 
in  Japan  to  Japanese  and  other  non- 
U.S.  nationals  in  accordance  with 
Japanese  law  and  regulations  but  under 
terms  and  with  sales  charges  which  differ 
from  the  terms  and  charges  described  in 
the  prospectus  of  the  Dreyfus  Fund  that 
is  used  in  the  United  States.  All  inter¬ 
ested  persons  are  referred  to  the  appli¬ 
cation  on  file  with  the  Commission  for  a 
statement  of  the  representations  con¬ 
tained  therein  which  are  summarized 
below. 

Section  22(d)  provides,  in  substance, 
that  no  registered  investment  company 
may  sell  any  redeemable  security  issued 
by  it  except  either  to  or  through  a  prin¬ 
cipal  underwriter  for  distribution  or  at 
a  current  public  offering  price  described 
in  its  prospectus.  Such  current  public 
offering  price  includes  the  sales  charge 
and  is  subject  to  such  terms  and  options 
as  rights  of  accumulation,  automatic 
withdrawal  and  purchases  under  a  letter 
of  intent  as  described  in  the  prospectus. 

Rule  22c-l  provides,  in  pertinent  part, 
that  a  redeemable  security  may  be  sold 

1  Voting  for  this  action:  Chairman  Burns 
and  Governors  Robertson,  Mitchell,  Daane, 
Brimmer,  and  Sheehan.  Absent  and  not  vot¬ 
ing:  Governor  Bucher. 


only  at  a  price  based  on  the  current  net 
asset  value  of  the  security  which  is  next 
computed  after  receipt  of  an  order  to 
purchase  such  security. 

As  a  part  of  a  single  offering,  the  Daiwa 
Securities  Co.  Ltd.  of  Japan  (Daiwa) 
would  purchase  shares  from  the  Dreyfus 
Fund  at  the  net  asset  value  next  com¬ 
puted  in  accordance  with  Rule  22c-l  and 
subsequently,  within  a  short  period  of 
time,  expected  to  be  no  more  than  a 
week,  resell  these  shares  in  Japan  solely 
to  non-U.S.  nationals.  The  purchase  price 
on  resale  would  be  the  lesser  of  the  price 
at  which  Daiwa  purchased  such  shares 
from  Dreyfus  Fund  or  the  then  prevail¬ 
ing  current  net  asset  value,  i.e.,  the  net 
asset  value  determined  as  of  the  close 
of  the  market  on  the  previous  day,  plus 
a  sales  charge  not  in  excess  of  the  sales 
charge  permitted  under  applicable 
Japanese  regulations.  The  sale  of  these 
shares  in  Japan  will  be  subject  to  Japan¬ 
ese  regulations  and  Japanese  marketing 
practices,  and  differences  in  the  sales 
charges  and  related  terms  and  conditions 
are  described  as  necessary  as  a  practical 
matter  for  the  Fund’s  entry  into  the 
Japanese  capital  market. 

Under  Japanese  regulations,  in  order 
for  Daiwa  to  make  an  Initial  block  offer¬ 
ing,  Daiwa  must  make  sales  at  a  known 
price,  and  it  is  for  this  reason  that  the 
sale  price  initially  will  be  based  upon  a 
previously  determined  net  asset  value. 
After  the  initial  single  offering,  Daiwa 
will  continue  to  offer  shares  of  the  Drey¬ 
fus  Fund  in  Japan  upon  the  same  terms 
described  herein  but  at  a  price  based 
upon  the  net  asset  value  of  the  shares 
next  computed  by  the  Dreyfus  Fund  in 
accordance  with  Rule  22c-l. 

The  maximum  sales  charge  to  be 
charged  by  Dreyfus  Fund  in  Japan  will 
be  several  percentage  points  less  than 
the  9.6  percent  of  the  net  amount  in¬ 
vested  (8.75  percent  of  the  total  amount 
paid)  sales  charge  in  effect  in  the  United 
States,  and  the  reduced  charges  for 
larger  quantities  will  be  different  from 
those  applying  to  sales  in  the  United 
States  with  the  result,  generally,  that 
there  will  be  lower  sales  charges  on 
smaller  purchases  and  higher  sales 
charges  on  larger  purchases.  Minimum 
purchase  requirements  will  also  be  higher 
than  in  the  United  States.  Dreyfus  Fund 
represents  that  permissable  sales  charges 
in  Japan  are  determined  by  the  various 
securities  dealers  associations  as  a  mat¬ 
ter  of  self  regulation.  Daiwa,  in  consulta¬ 
tion  with  the  Tokyo  Securities  Dealers 
Association  (TSDA) ,  has  determined 
that  sales  charges  and  break  points  im¬ 
posed  on  sales  of  foreign  funds  in  Japan 
should  be  fairly  closely  related  to  those 
currently  prevailing  for  similar  Japan¬ 
ese  mutual  funds.  The  TSDA  has  re¬ 
viewed  the  charges  proposed  for  the  sale 
of  Dreyfus  Fund  and  has  found  them 
acceptable.  No  objection  will  be  raised 
with  respect  to  those  charges  except  that 
some  future  minor  modification  may  be 
made  as  noted  below.  Although  the  TSDA 
position  does  not  have  the  formal  stature 
of  a  decree  or  regulation,  members  must 


comply  with  it  as  a  practical  matter. 
Dreyfus  Fund  has  been  advised  by  Daiwa, 
that  the  imposition  of  the  same  schedule 
of  sales  charges  used  by  Dreyfus  Fund 
in  the  United  States  would  not  be  appro¬ 
priate. 

Such  options  as  rights  of  accumulation, 
automatic  withdrawal,  and  purchase 
under  a  letter  of  intent  would  not  be 
available  under  the  proposed  offering  in 
Japan  at  the  present  time.  It  is  not  the 
present  practice  in  Japan  to  permit  a 
lower  sales  charge  on  the  basis  of  letters 
of  intention  or  shares  previously  pur¬ 
chased  by  an  investor.  Therefore,  the 
present  practice  in  that  country  does  not 
encompass  such  rights. 

In  sum,  shares  of  the  Dreyfus  Fund 
would  be  required  to  be  sold  with  a  sales 
charge  which  would  differ  from  the  sales 
charges  described  in  the  current  pro¬ 
spectus  of  the  Fund  that  is  used  in  the 
United  States  and,  hence,  the  public  of¬ 
fering  price  in  Japan  would  differ  from 
the  public  offering  price  described  in  the 
current  prospectus. 

The  following  table  compares  the  sales 
charges  and  break  points  applicable  to 
sales  of  Dreyfus  Fund  shares  in  the 
United  States  to  the  proposed  sales 
charges  and  break  points  expected  to  be 
applicable  in  Japan: 

DREYFUS  FUND  TJ.S.  SALES  CHARGES  AND  BREAK 
POINTS 

Sales  charge  as  a 
percentage  of  net  amount 
invested 


Amount  of  transaction: 

Less  than  $25,000 _ 9.  6 

•25,000  to  less  than  $50,000 _ 6.  4 

$50,000  to  less  than  $100,000 _ 4.  2 

$100,000  to  less  than  $250,000 _ 8. 1 

$250,000  to  less  than  $500,000 .  2.  0 

$500,000  or  more _ _ _ 1. 0 


DREYFUS  FUND  PROPOSED  JAPANESE  SALES 
CHARGES  AND  BREAK  POINTS 

Sales  charge  as  a 
percentage  of  net  amount 
invested 

Amount  of  transaction: 

Less  than  2  million  yen  ($6,666 — 


approx.)  _ 6.  0 

2  to  less  than  5  million  yen 

($16,666 — approx.)  _ 5.5 

5  to  less  than  10  million  yen 

($33,333 — approx.)  _ 5.0 

10  to  less  than  50  million  yen 

($166,666 — approx.)  _ 4.6 

50  to  less  than  100  mUlion  yen 

($333,333 — approx.)  _ 4.  0 

100  million  yen  and  over _ 3.  5 


It  is  possible  that  the  proposed  sales 
charges  in  Japan  may  later  have  to  be 
modified  by  as  much  as  1  percent  with 
regard  to  the  maximum  and  Y2  percent 
with  regard  to  the  minimum  to  meet 
amended  Japanese  requirements,  and  the 
requested  exemption  would  permit  such 
a  change. 

Section  6(c)  of  the  act  authorizes  the 
Commission  to  exempt  any  person,  se¬ 
curity,  or  transaction,  or  any  class  or 
classes  of  persons,  securities  or  transac¬ 
tions,  from  the  provisions  of  the  act  and 
rules  promulgated  thereunder  if  and  to 
the  extent  that  such  exemption  is 
necessary  or  appropriate  in  the  public 
interest  and  consistent  with  the  protec- 
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tion  of  Investors  and  the  purposes  fairly 
intended  by  the  policy  and  provisions 
of  the  act. 

Dreyfus  Fund  represents  that  the  ex¬ 
emption  of  said  proposal  from  the  provi¬ 
sions  of  section  22(d)  and  Rule  22c-l 
pursuant  to  section  6(c)  Is  necessary  and 
appropriate  in  the  public  interest  and 
consistent  with  the  protection  of  inves¬ 
tors  and  the  purposes  fairly  intended  by 
the  policy  and  provisions  of  the  Act. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  Jan¬ 
uary  15,  1973,  at  5:30  p.m.,  submit  to 
the  Commission  in  writing  a  request  for 
a  hearing  on  the  matter  accompanied  by 
a  statement  as  to  the  nature  of  his  in¬ 
terest,  the  reason  for  such  request  and 
the  issues  of  fact  or  law  proposed  to  be 
controverted,  or  he  may  request  that  he 
be  notified  if  the  Commission  shall  order 
a  hearing  thereon.  Any  such  communi¬ 
cation  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington,  D.C.  20549.  A  copy  of  such 
request  shall  be  served  personally  or  by 
mail  (airmail  if  the  person  being  served 
is  located  more  than  500  miles  from  the 
point  of  mailing)  upon  applicant  at  the 
address  stated  above.  Proof  of  such  serv¬ 
ice  (by  affidavit  or  in  case  of  an  attorney 
at  law  by  certificate)  shall  be  filed  con¬ 
temporaneously  with  the  request.  At  any 
time  after  said  date,  as  provided  by  Rule 
0-5  of  the  rules  and  regulations  promul¬ 
gated  under  the  act,  an  order  disposing 
of  the  application  herein  may  be  issued 
by  the  Commission  upon  the  basis  of  the 
information  stated  in  said  application, 
unless  an  order  for  hearing  upon  said 
application  shall  be  issued  upon  request 
or  upon  the  Commission’s  own  motion. 
Persons  who  request  a  hearing  or  advice 
as  to  whether  a  hearing  is  ordered  will 
receive  notice  of  further  developments  in 
this  matter,  including  the  date  of  the 
hearing  (if  ordered)  and  any  postpone¬ 
ment  thereof. 

By  the  Commission. 

[seal!  Ronald  F.  Hunt, 

Secretary. 

(PR  Doc.72-22354  Piled  12-28-72;8:46  am] 
[812-3330] 

INVESTORS  SYNDICATE*  OF  AMERICA, 
INC.  ET  AL. 

Filing  of  Application 

December  22,  1972. 

In  the  matter  of  Investors  Syndicate 
of  America,  Inc.,  Investors  Syndicate  Life 
Insurance  and  Annuity  Co.,  IDS  Center, 
Minneapolis,  Minn.  55402;  and  Investors 
Variable  Payment  Fund,  Inc.,  1000  Roa¬ 
noke  Building,  Minneapolis,  Minn. 
55042. 

Notice  is  hereby  given  that  Investors 
Syndicate  of  America,  Inc.  (ISA) ,  a  Min¬ 
nesota  corporation  engaged  in  the  busi¬ 
ness  of  issuing  face  amount  certificates 
to  the  public  and  registered  under  the 
Investment  Company  Act  of  1940  (Act), 
Investors  Syndicate  Life  Insurance  and 
Annuity  Co.  (ISL),  a  Minnesota  corpo¬ 
ration  engaged  in  the  sale  of  life  insur¬ 


ance,  disability  income  insurance  and  an¬ 
nuities,  and  Investors  Variable  Payment 
Fund,  Inc.  (Variable) ,  a  Nevada  corpora¬ 
tion  and  an  open-end  Investment  com¬ 
pany  registered  under  the  Act  (herein¬ 
after  sometimes  referred  to  as  appli¬ 
cants)  have  filed  an  application  pursuant 
to  Rule  17d-l  under  the  Act  for  an  order 
authorizing  applicants  (a)  to  enter  into 
exchange  agreements  with  Reeves  Tele¬ 
com  Corp.  (Reeves)  which  provide  for, 
among  other  things,  the  receipt  by  ap¬ 
plicants  from  Reeves  of  its  9  percent  con¬ 
vertible  subordinated  notes  due 
March  31,  1978;  (b)  to  carry  out  the 
transactions  contemplated  by  such  ex¬ 
change  agreements  and  notes:  (c)  to 
enter  into  an  indenture  of  mortgage, 
deed  of  trust,  pledge  and  security  agree¬ 
ment  (the  Indenture)  among  Reeves, 
certain  subsidiaries  of  Reeves,  Bankers 
Trust  Co.,  as  trustee  (the  Trustee, 
which  term  includes  its  successors  under 
the  trusts  created  by  the  Indenture) ,  the 
applicants  and  the  Mutual  Life  Insur¬ 
ance  Co.  of  New  York,  which  indenture 
provides  for  collateral  security  for  the 
notes;  and  (d)  to  exercise  or  cause  the 
Trustee  to  exercise  the  rights  and 
remedies  provided  in  the  indenture  if  in 
the  future  such  action  might  become 
necessary  or  desirable  for  the  purpose  of 
protecting  or  realizing  on  the  collateral 
security  for  the  notes.  All  interested  per¬ 
sons  are  referred  to  the  application  on 
file  with  the  Commission  for  a  statement 
of  the  representations  made  therein  and 
which  are  summarized  below. 

Background.  Reeves  Telecom  Corp.  is  a 
Delaware  corporation  engaged  in  com¬ 
mercial  television  and  radio  broadcast¬ 
ing  operations,  land  development,  and 
computerized  printing  services  for  the 
real  estate  industry. 

ISA,  ISL  and  Variable  presently  hold 
in  the  aggregate  $5  million  principal 
amount  of  9  percent  Convertible  Subor¬ 
dinated  Notes  due  1977  of  Reeves  (the 
Existing  Notes) ;  Variable  holds  $3  mil¬ 
lion  principal  amount  of  the  Existing 
Notes;  ISA  holds  $1,750,000  of  the  Exist¬ 
ing  Notes;  and  ISL  holds  $250,000  of  the 
Existing  Notes.  An  additional  $500,000  of 
the  Existing  Notes  is  held  by  the  Mutual 
Life  Insurance  Co.  of  New  York 
(MONY).  The  Existing  Notes  held  by 
ISA,  ISL,  and  MONY  were  acquired  by 
them  in  December  1969  in  exchange  for 
convertible  subordinated  debentures  of  a 
like  principal  amount  purchased  by  them 
in  September  1968.  Existing  Notes  held 
by  ISA,  ISL,  and  MONY  are  convertible 
at  the  option  of  the  holders  into  shares 
of  common  stock  of  Reeves  at  the  cur¬ 
rent  conversion  price  of  $16  per  share. 
Variable  purchased  its  Notes  in  Decem¬ 
ber  1969  and  they  contain  a  conversion 
price  of  $5.39  per  share.  The  Existing 
Notes  are  unsecured. 

In  1969  and  1970,  Reeves  incurred  sub¬ 
stantial  operating  losses.  As  a  result  of 
such  losses,  Reeves  was  unable  to  com¬ 
ply  with  the  working  capital  covenants 
contained  in  certain  of  its  senior  debt 
agreements  and  in  the  Existing  Notes. 
Beginning  in  1970,  Reeves  reduced  its 
corporate  overhead  and  disposed  of  sev¬ 
eral  subsidiaries  and  divisions  which  had 


been  unprofitable.  As  a  result  of  these 
steps,  Reeves  has  been  able  to  reduce  its 
funded  debt,  to  become  current  in  its  ac¬ 
counts  payable,  and  to  realize  a  profit  on 
operations  in  1971  and  for  the  first  6 
months  of  1972.  However,  Reeves  remains 
in  default  under  the  working  capital  con- 
venants  of  a  senior  debt  agreement  and 
the  Existing  Notes,  and  it  is  unlikely  that 
it  will  be  able  to  pay  the  portions  of  its 
indebtedness  maturing  in  the  next  year 
(including  maturities  of  the  Existing 
Notes)  except  by  disposing  of  profitable 
assets.  Accordingly,  the  application  states 
that  unless  Reeves  is  able  to  extend  the 
maturities  of  its  senior  debt  and  the  Ex¬ 
isting  Notes  and  to  modify  the  provisions 
thereof  as  to  which  it  is  in  default,  it 
would  be  faced  with  the  necessity  of  liq¬ 
uidating  assets  or  filing  for  protection 
under  the  Bankruptcy  Act. 

Reeves  has  therefore  requested  the 
holders  of  the  Existing  Notes  to  extend 
the  maturities  thereof  and  to  modify  the 
working  capital  covenant  contained 
therein.  It  has  also  negotiated  a  loan 
(the  Senior  Loan)  in  the  amount  of 
$6,250,600  from  National  Bank  of  North 
America  (which  would  lend  $3,400,000) 
and  MONY  (which  would  lend  $2,850,- 
600)  for  the  purpose  of  refinancing  the 
major  portions  of  its  present  senior  debt 
(of  which  $2,852,600  is  held  by  MONY 
and  the  balance  is  held  by  other  lenders) . 
Such  refinancing  would  result  in  the  ex¬ 
tension  of  the  maturities  of  its  senior 
debt  and  the  modification  of  the  working 
capital  covenant  of  its  present  senior 
debt  agreement  with  MONY  to  eliminate 
existing  defaults  thereunder.  National 
Bank  of  North  America,  which  has  not 
previously  made  any  loans  to  Reeves,  re¬ 
quires  as  a  condition  to  making  its  loan 
that  the  maturities  of  the  Existing  Notes 
be  extended  and  the  defaults  thereunder 
be  eliminated. 

Therefore  the  applicants  and  MONY 
propose  to  enter  into  the  Exchange 
Agreements  with  Reeves  pursuant  to 
which  the  Existing  Notes  would  be  ex¬ 
changed  for  Series  A  and  Series  B  9  per¬ 
cent  Convertible  Subordinated  Notes,  due 
March  31,  1978  of  Reeves  (the  Notes). 
Variable  would  receive  on  such  exchange 
Series  A  Notes  having  the  same  principal 
amount  as  the  principal  amount  of  the 
Existing  Notes  held  by  it,  and  ISA,  ISL 
and  MONY  would  each  receive  on  such 
exchange  Series  B  Notes  having  the  same 
prinicipal  amounts  as  the  respective  prin¬ 
cipal  amounts  of  the  Existing  Notes  pre¬ 
sently  held  by  them.  The  Notes  will  be 
secured  by  security  interests  in  various 
assets  owned  by  Reeves  and  its  subsid¬ 
iaries,  the  stock  owned  by  Reeves  in  cer¬ 
tain  of  its  subsidiaries,  and  notes  and 
other  receivables  held  by  Reeves,  as  set 
forth  in  the  Indenture. 

The  Notes  will  be  convertible  at  the 
option  of  the  holders  into  shares  of  com¬ 
mon  stock  of  Reeves  at  the  conversion 
price  of  $5  per  share  in  the  case  of  the 
Series  A  Notes  and  $10  per  share  in  the 
case  of  the  Series  B  Notes,  subject  in 
each  case  to  adjustment  in  certain  events 
under  the  antidilution  provisions  of  the 
respective  Notes. 
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Commission  jurisdiction.  ISA  and  ISL 
are  each  wholly  owned  subsidiaries  of 
Investors  Diversified  Services,  Inc.  (IDS) , 
a  Minnesota  corporation  engaged  in  pro¬ 
viding  a  broad  range  of  financial  services. 
IDS  acts  as  distributor  of  the  face 
amount  certificates  issued  by  ISA  and  of 
the  shares  issued  by  Variable.  IDS  also 
acts  as  investment  adviser  to  each  of 
ISA.  ISL  and  Variable. 

Rule  17d-l  under  the  Act  provides  that 
no  affiliated  person  of  or  principal  under¬ 
writer  for  an  investment  company  regis¬ 
tered  under  the  Act,  and  no  affiliated 
person  of  such  a  person  or  principal  un¬ 
derwriter,  acting  as  principal,  shall  par¬ 
ticipate  in,  or  effect  any  transaction  in 
connection  with,  any  joint  enterprise  or 
other  joint  arrangement  or  profit-shar¬ 
ing  plan  in  which  the  investment  com¬ 
pany  is  a  participant,  unless  an  applica¬ 
tion  regarding  such  joint  enterprise,  ar¬ 
rangement  or  profit-sharing  plan  has 
been  filed  with  and  an  order  granting 
such  application  has  been  entered  by  the 
Commission. 

By  reason  of  the  relationships  de¬ 
scribed  above,  IDS  is  an  affiliated  per¬ 
son  under  section  2(a)(3)  of  the  Act  of 
each  of  the  applicants,  and  each  of  the 
applicants  may  be  deemed  to  be  an  affil¬ 
iated  person  or  each  of  the  other  appli¬ 
cants  or  of  the  principal  underwriter  for 
the  other  applicants  within  the  meaning 
of  Rule  17d-l.  The  execution  by  the  re¬ 
spective  applicants  of  the  exchange 
agreements  and  the  carrying  out  of  the 
transactions  contemplated  thereby  and 
by  the  Notes  may  be  deemed  to  consti¬ 
tute  a  joint  enterprise  or  other  joint  ar¬ 
rangement  or  profit-sharing  plan  for 
purposes  of  such  rule.  Further,  the  exer¬ 
cise  of  rights  and  remedies  provided  in 
the  Indenture  in  the  event  such  action 
might  become  necessary  or  desirable  in 
the  future  for  the  purpose  of  protecting 
or  realizing  on  the  collateral  for  the 
Notes,  might  also  be  deemed  to  constitute 
such  a  joint  enterprise  or  other  joint  ar¬ 
rangement  or  profit-sharing  plan. 

In  passing  upon  this  application,  the 
Commission  must  consider  whether  the 
participation  by  the  registered  invest¬ 
ment  companies,  viz.  ISA  and  Variable, 
in  the  proposed  transaction  is  consistent 
with  the  provisions,  policies  and  purposes 
of  the  Act  and  the  extent  to  which  such 
participation  is  on  a  basis  different  from 
or  less  advantageous  than  that  of  the 
other  participants. 

Sujrporting  statements.  The  applicants 
contend  (i)  that  participation  in  the  pro¬ 
posed  transactions,  by  each  of  the  appli¬ 
cants  would  be  in  their  own  respective 
best  interests,  (ii)  that  the  proposed 
transactions,  including  the  reduction  in 
conversion  prices,  are  fair  and  reason¬ 
able  to  each  of  the  applicants,  (iii)  that 
the  participation  by  ISA  and  Variable 
in  the  proposed  transactions  is  and  will 
be  consistent  with  the  provisions,  poli¬ 
cies  and  purposes  of  the  Act,  and  (iv) 
that  the  participation  in  the  proposed 
transactions  by  ISA  and  by  Variable,  re¬ 
spectively,  is  on  terms  which  are  not  less 


advantageous  to  such  participant  than 
those  of  the  other  participants. 

Notice  is  further  given,  that  any  in¬ 
terested  person  may,  no  later  than  Jan¬ 
uary  12,  1973  at  5:30  p.m.,  submit  to  the 
Commission  in  writing  a  request  for  a 
hearing  on  the  matter  accompanied  by  a 
statement  as  to  the  nature  of  his  interest, 
the  reason  for  such  request  and  the  is¬ 
sues  of  fact  or  law  proposed  to  be  con¬ 
troverted.  or  he  may  request  that  he  be 
notified  if  the  Commission  shall  order 
a  hearing  thereon.  Any  such  communi¬ 
cation  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington,  D.C.  20549.  A  copy  of  such 
request  shall  be  served  personally  or  by 
mail  (airmail  if  the  person  served  is  lo¬ 
cated  more  than  500  miles  from  the 
point  of  mailing)  upon  the  applicants 
at  the  addresses  stated  above.  Proof  of 
such  service  (by  affidavit  or  in  case  of 
an  attorney  at  law1  by  certificate)  shall 
be  filed  contemporaneously  with  the  re¬ 
quest.  At  any  time  after  said  date,  as 
provided  by  Rule  0-5  of  the  rules  and 
regulations  promulgated  under  the  Act, 
an  order  disposing  of  the  application 
herein  may  be  issued  by  the  Commission 
upon  the  basis  of  the  information  stated 
in  said  application,  unless  an  order  for 
hearing  upon  said  application  shall  be 
issued  upon  request  or  upo.i  the  Com¬ 
mission’s  own  motion.  Persons  who  re¬ 
quest  a  hearing  or  advice  as  to  whether 
a  hearing  is  ordered,  will  receive  notice 
of  further  developments  in  this  matter, 
including  the  date  of  the  hearing  (if 
ordered)  and  any  postponements  thereof . 

For  the  Commission,  by  the  Division  of 
Investment  Company  Regulation,  pursu¬ 
ant  to  delegated  authority. 

[seal]  Ronald  F.  Hunt, 

Secretary. 

[FR  Doc.72-22353  Filed  12-28-72;8:46  am] 


[File  No.  500-1] 

NOVA  EQUITY  VENTURES,  INC. 

Order  Suspending  Trading 

December  22,  1972. 

It  appearing  to  the  Securities  and  Ex¬ 
change  Commission  that  the  summary 
suspension  of  trading  in  the  common 
stock,  $0.01  par  value,  and  all  other  se¬ 
curities  of  Nova  Equity  Ventures,  Inc., 
being  traded  otherw'ise  than  on  a  na¬ 
tional  securities  exchange  is  required  in 
the  public  interest  and  for  the  protec¬ 
tion  of  investors; 

It  is  ordered.  Pursuant  to  section  15 
(c)  (5)  of  the  Securities  Exchange  Act  of 
1934,  that  trading  in  such  securities 
otherwise  than  on  a  national  securities 
exchange  be  summarily  suspended,  this 
order  to  be  effective  for  the  period  from 
December  24,  1972,  through  January  2, 
1973. 

By  the  Commission. 

[seal]  Ronald  F.  Hunt, 

Secretary. 

[FR  Doc.72-22355  Filed  12-28-72:8:47  am] 


TARIFF  COMMISSION 

[AA1921-104] 

COLOR  TELEVISION  PICTURE  TUBES 
FROM  JAPAN 

Determination  of  No  Injury  or 
Likelihood  Thereof 

December  26,  1972. 

On  September  26, 1972,  the  Tariff  Com¬ 
mission  received  advice  from  the  Treas¬ 
ury  Department  that  color  television 
picture  tubes  from  Japan  are  being,  or 
are  likely  to  be,  sold  in  the  United  States 
at  less  than  fair  value  within  the  mean¬ 
ing  of  the  Antidumping  Act,  1921,  as 
amended.  In  accordance  with  the  re¬ 
quirements  of  section  201(a)  of  the  An¬ 
tidumping  Act  ( 19  U.S.C.  160(a) ) ,  the 
Tariff  Commission  instituted  investiga¬ 
tion  No.  AA1921-104  to  determine 
whether  an  industry  in  the  United  States 
is  being  or  is  likely  to  be  injured,  or  is 
prevented  from  being  established,  by 
reason  of  the  importation  of  such  mer¬ 
chandise  into  the  United  States. 

A  public  hearing  was  held  on  Novem¬ 
ber  28,  1972.  Notice  of  the  investigation 
and  hearing  was  published  in  the  Fed¬ 
eral  Register  of  October  4,  1972  (37 
F.R.  20897) . 

In  arriving  at  a  determination  in  this 
c^ise,  the  Commission  gave  due  consid¬ 
eration  to  all  written  submissions  from 
interested  parties,  evidence  adduced  at 
the  hearing,  and  all  factual  information 
obtained  by  the  Commission’s  staff  from 
questionnaires,  personal  interviews,  and 
other  sources. 

On  the  basis  of  the  investigation,  the 
Tariff  Commission 1  has  determined 
unanimously  that  an  industry  in  the 
United  States  is  not  being  and  is  not 
likely  to  be  injured,  or  prevented  from 
being  established,  by  reason  of  the  im¬ 
portation  of  color  television  tubes  from 
Japan  sold  at  less  than  fair  value  within 
the  meaning  of  the  Antidumping  Act, 
1921,  as  amended. 

Statement  of  Reasons  * 

In  our  opinion  an  industry  in  the 
United  States  is  not  being  or  is  not  likely 
to  be  injured,  or  prevented  from  being 
established,  by  reason  of  the  importation 
of  color  television  picture  tubes  from 
Japan  sold  at  less  than  fair  value 
(LTFV).  The  industry  primarily  con¬ 
sidered  by  the  Commission  in  this  in¬ 
vestigation  consists  of  all  domestic 
facilities  engaged  in  the  manufacture  of 
color  television  picture  tubes. 

Total  imports  of  color  television  tubes 
from  Japan  have  been  extremely  small 
in  relation  to  the  size  of  the  domestic 
market  (whether  the  total  market  or  the 
noncaptive  market  is  considered) ;  more¬ 
over,  the  margins  of  dumping  (the 
amounts  by  which  the  tubes  were  sold 


1  Commissioner  Leonard  did  not  partici¬ 
pate  in  the  determination. 

1  Commissioner  Ablondl  concurs  in  the 
result. 
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below  the  Japanese  home  market  price) 
were  only  significant  in  relation  to  ap¬ 
proximately  one-third  of  all  tubes  im¬ 
ported  from  Japan.  Virtually  all  of  the 
LTFV  imports  where  significant  margins 
existed  consisted  of  18-  and  19-inch  tubes 
which  were  sold  to  a  single  small 
domestic  manufacturer  of  color  television 
sets.  This  manufacturer  did  not  import 
any  tubes  from  Japan  prior  to  1971  and 
its  purchases  thus  far  in  1972  have  been 
only  a  small  fraction  of  its  purchases' 
during  the  previous  year. 

If  the  domestic  industry  lost  any  sales 
as  a  result  of  LTFV  imports  it  occurred 
only  in  one  size — the  18 -inch  tube;  the 
differential  in  price  between  the  19-inch 
domestic  and  imported  tube  was  far 
larger  than  the  dumping  margins.  Even 
with  respect  to  the  18-inch  tube,  the 
evidence  is  not  entirely  conclusive  that 
the  domestic  industry  lost  sales  by  rea¬ 
son  of  the  LTFV  imports.  In  any  event, 
in  1971  the  LTFV  imports  of  18-inch 
tubes  were  equal  to  less  than  1  percent  of 
the  total  U.S.  production  of  18-inch 
tubes.  Moreover,  the  three  domestic  com¬ 
panies  which  accounted  for  the  great 
bulk  of  sales  of  these  tubes  to  others — 
and  thus  the  ones  most  likely  to  have  lost 
sales — experienced  large  increases  in 
their  color  television  picture  tube  sales 
and  improved  profit  margins  from  such 
sales  in  1971. 

The  Commission  also  examined  allega¬ 
tions  that  offers  of  color  television  tubes 
at  LTFV  prices  in  the  domestic  market 
had  a  depressing  effect  upon  prices  of 
domestically  produced  tubes  as  early  as 
1967.  Only  a  small  percentage  of  the 
offers  presented  in  evidence  dealt  with 
the  period  during  which  the  Treasury 
Department  determined  LTFV  sales  were 
occurring;  moreover,  such  offers  could 
not  be  matched  with  models  that  were 


being  sold  at  less  than  fair  value  as  deter¬ 
mined  by  the  Treasury  Department. 
Moreover,  none  of  the  tubes  found  by 
Treasury  to  have  been  sold  at  LTFV 
entered  before  1970,  and  the  only  LTFV 
model  that  entered  in  1970  had  a  negligi¬ 
ble  dumping  margin.  Based  on  the  evi¬ 
dence  before  it,  the  Commission  has  con¬ 
cluded  that  offers  to  sell  LTFV  tubes 
have  not  had  a  significant  depressing 
effect  on  prices  in  the  U.S.  market. 

Conclusion 

Since  the  market  penetration  of  LTFV 
imports  of  color  television  picture  tubes 
having  any  significant  margins  from 
Japan  is  extremely  small  and  since  we 
were  unable  to  link  any  depression  or 
suppression  in  prices  to  LTFV  imports, 
we  conclude  that  an  industry  in  the 
United  States  is  not  being  injured,  or 
prevented  from  being  established,  by  rea¬ 
son  of  imports  of  such  tubes  from  Japan. 
Moreover,  because  the  imports  at  LTFV 
have  had  virtually  no  effect  on  prices  of 
comparable  color  television  tubes  in  the 
U.S.  market,  we  likewise  conclude  that 
there  is  no  likelihood  of  injury  to  a 
domestic  industry  as  contemplated  by  the 
Antidumping  Act. 

By  order  of  the  Commission. 

[seal]  Kenneth  R.  Mason, 

Secretary. 

[FR  Doc.72-22400  Filed  12-28-72:8:51  am) 


[TEA-W-166] 

GENERAL  INSTRUMENT  CORP. 

Workers’  Petition  for  a  Determination; 
Notice  of  Investigation 

On  the  basis  of  a  petition  filed  under 
section  301(a)(2)  of  the  Trade  Expan¬ 


sion  Act  of  1962,  on  behalf  of  the  former 
workers  of  the  Tazewell,  Va.,  plant  of  the 
General  Instrument  Corp.,  Newark,  N.J., 
the  U.S.  Tariff  Commission,  on  Dec.  22, 
1972  instituted  an  investigation  under 
section  301(c)  (2)  of  the  Act  to  determine 
whether,  as  a  result  in  major  part  of 
concessions  granted  under  trade  agree¬ 
ments,  articles  like  or  directly  competi¬ 
tive  with  aluminum  electrolytic  capaci¬ 
tors  (of  the  type  provided  for  in  item 
685.80  of  the  Tariff  Schedules  of  the 
United  States)  produced  by  said  firm  are 
being  imported  into  the  United  States 
in  such  increased  quantities  as  to  cause, 
or  threaten  to  cause,  the  unemployment 
or  underemployment  of  a  significant 
number  or  proportion  of  the  workers  of 
such  firm  or  an  appropriate  subdivision 
thereof. 

The  optional  public  hearing  afforded 
by  law  has  not  been  requested  by  the 
petitioners.  Any  other  party  showing  a 
proper  interest  in  the  subject  matter  of 
the  investigation  may  request  a  hearing, 
provided  such  request  is  filed  within  10 
days  after  the  notice  is  published  in  the 
Federal  Register. 

The  petition  filed  in  this  case  is  avail¬ 
able  for  inspection  at  the  Office  of  the 
Secretary,  U.S.  Tariff  Commission, 
Eighth  and  E  Streets  NW.,  Washington, 
D.C.,  and  at  the  New  York  City  office  of 
the  Tariff  Commission  located  in  room 
437  of  the  Customhouse. 

Issued:  December  22,  1972. 

By  order  of  the  Commission. 

[seal]  Kenneth  R.  Mason, 

Secretary. 

[FR  Doc.72-22371  Filed  12-28-72:8:47  am] 
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